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COMMITTEE 

ON 

INDIAN CURRENCY. 


At the India Office, S.W. 


FIRST DAY, 


Holiday, 23rd May 1898. 


Present: 

The Right Hon. Sir HENRY H. FOWI/ER, G.C.S.I., M.P., in the Chair. 


The Lord Balfour of Burleigh. 
Sir John Muir, Bart. 

Sir Francis Mowatt, K.C.B. 

Sir David Barbour, K.C.S.I. 

Sir Cn arles Cbostiiwaite, K.C.S.I. 


Sir Alfred Dent, K.C.M.G. 

Mr. Robert Campbell. 

Mr Everard Hambro.' 

Mr. W. H. Holland. 

Mr, F. C. Le Mahchant. 

Mr. Robert Chalmers, Secretary . 


Sir James L. Mackat, K.i 

1. (Chairman.) You are a member of the Council 
of India ?—I am. 

2. And you have been engaged in business in India 
for many years ?—Yes. 

3. You were resident in India for 20 years 
previous to 1894 ?—Yes. 

4. I believe, also, you were president of the Bengal 
Chamber of Commerce during the last four years of 
your stay in India, and also you were a member pf 
the Viceroy’s Legislative Council ?—That is so. 

5. What position did you occupy in India nt the 
time the Act was passed in 1893 by which the mints 
were closed ?—I was then in business in India. I 
was president of the Bengal Chamber of Commerce 
and a member of the Viceroy’s Council. 

6. At that time you were a member of the Legis¬ 
lative Council and also president of the Bengal 
Chamber of Commerce ?—I was. 

7. Will you just tell the Committee what are your 
4i r w s , first as to when the currency trpubles began in 
India ?—Indian troubles as regards exchange may be 
said to have begun with the demonetization of silver 
by Germany in 1873. Previous to that year, silver 
had practically for the previocs 40 years never been 
worth less than $0d. per ounce, giving an exchange 
roughly of 2*. per rupee. 

t y a. 


I.I.E., called and examined. 

8. I gather that the meaning of that remark is 
that the universal price of silver in India and 
throughout the world was an overage of 60d. per 
ounce prior to 1873 '( —Practically. 

9. And that the exchange value of the rupee was 
more or less 2». ?—More or less 2 1 . 

10. Could you say how low it would be?—»I think 
it went from 1». 10Jd. to 2#. 2d. or 2*. 3d.; it would 
have been 2s. 3d. at'times of pressure. 

11. What minimum would there be?—A minimum 
of 1*. lOd. to lr. 10$d. previous to 1873. 

12. Had there been <K> greater variation until 
1873 ?—No. Between 1872 and 1881 silver steadily 
fell from 60d. to about 5 li; per ounce, and the ques¬ 
tion was assuming such a serious aspect that a con¬ 
ference was held in Paris in 1881 to consider the 
advisability of re-establishing bimetallism, but it 
separated without coming to any conclusion. 

13. During the period that it went from 60d. to 
about 6 Id. per ounce, can you tell us what the 
variation of th8‘ values of the rupee was, or rather what 
was its fall ? ; —I will put thftt information in. 

14. Very well. Now we will assume for this 
purpose that the rupee' went down also ?—It fell with 
silver. 
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15. Ia the same proportion ?—In the same propor¬ 
tion as 6 ijver, Meantime,^with the object of trying 
to support the price gf flUyer, the Bland Act had been 
passed in,America in 1878, under which the United 
States Government were obliged to purchase and 
coin two to four million dollars’ worth of silver every 
month. Under this Act the minimum quantity only 
wpe purchased. The operation of this Act appears to 
have slightly steadied silver for a year or two at 
abont p J 4 - per ounce, but the price then began to fall 
away iqpwu, and early in 1886 it had fallen so much 
YnMROfri to 47 d. per ounce) that the President of the 

^States recommended the suspension of the Act. 
Thereupon the price fell away very rapidly until it 
reached 42 d. per ounce in July of the same year. 
Between July 1886 and Octaber 1889 the price 
ranged from 42<f. to 47 d. per ounce, the price in 
October 1889 being 42<f. About this time an 
agitation was started in America in favour of free 
coinage of silver, and the prospects that the" - silver 
party would be sufficiently strong to carry the day led 
to the price of silver running up between October 
1889 and September 1890 from 42d. per ounce to 
something over 54 d. per ounce. The agitation in 
favour of silver culminated in the passing of the 
Sherman Act in July 1890, which provided for the 
purchase by the United States Government of 4£ 
million ounces of silver per month, or 54 million 
ounces annually. But the output of silver continued 
to ovorstep even this off-take—it rose from 91,609,959 
ounces in 1885 to 165,472,621 ounces in 1893, and 
from fhe time of the passing of the Sherman Act until 
March 1893 the price had fallen from 54 d. to 37 d. 
per ounce. 

16. Does that in any way suggest to your mind 
that the fall in the price of silver arose from the 
output as much as from the demonetization of silver 
in Germany ?—The demonetization of silver iu Ger¬ 
many took place in 1873, of course, and this fall took 
place as late as 1890 and 1893, and in the meantime 
Germany had suspended her sales of silver some years 
before. 

17- But assuming that Germany had not demo¬ 
netized silver in 1873, do you think that the produc¬ 
tion of silver—the increased production of 1873 to 
1893—would have affected the price?—If Germany 
had not demonetized her silver, and the Latin Union 
had kept their mints open, I think it is not at all - im¬ 
probable that silver would have been maintained at 
something like 60rf. per ounce. That, of course, is a 
question. 

18. Do you think there would have been an 
increased demand which would have been equivalent 
to the increased supply ?—That might have been so ; 
but, of course, that is a matter of argument. 

19. (Sir David Barbour.) It would have been a 
very important matter if the United States had made 
no change?—Undoubtedly that would be so. 

20. (Chairman.) You have now brought the mutter 
up to March 1893, when the price was 37 d. per 
ounce ?—That is so. 

21. Now what was the exchange value of the rupee 
in March 1893 ?—Something like Is. id., I think. 

22. In 1893 I think it was *1 j. 2*d. ?—1 should 
have to refer to the figures. I think it was Is. 2^d. 
in 1893 ; that is the equivalent of 37 d. 

23. Now, will you give Ae Committee the history, 
ao far as your knowledge cffit in India was concerned, 
of the proposal to close the Indian mints ?—In the 
beginning of 1892 the Bengal Chamber of Commerce 
drew the attention of the Government of India to the 
fluctuations in exchange with special reference to the 
fact that an invitation had been sent by the United 
States to the different powers in Europe suggesting 
#conference for the consideration of the monetary 
0 D 0 Mtir~ The Chamber of Commerce urged that the 
ntwjirmrirnt of India should promote an international 
agree—t for the.free coinage of gold and silver at a 
fixed ratio, and that failing any such agreement steps 
should be taken to consider carefully the question 
of introducing a gold standard into India. The 


Government of India “ practically adopted ” the 
Chamber’s views, and on sending them forward to 
the Home Government recommended that, if in Inter¬ 
national Conference were proposed, stroDg support 
should be given to the proposal, and that If it became 
evident that the International Conference waa unlikely 
to arrive at a satisfactory conclusion, and if a direct 
agreement between India and the United States could 
not be made, the Indikn mints should "be closed to the 
free coinage of silver with a view to the introduction 
of a gold standard. In the autumn of 1892 the 
International Conference was duly held, but it broke 
up without arriving at a satisfactory conclusion, and 
no separate agreement between India and the United 
States was made. 

24. Then at that time, in the autumn of 1892, the 
two contingencies which the Indian Government 
contemplated with reference to either arriving at a 
satisfactory conclusion by an international agreement 
or entering into a formal agreement with the United 
States had failed ?—Yes. 

25. And thereupon the situation in the autumn of 
1892 was this: no international agreement had Deen 
arrived at, no separate agreement between India and 
the United States had been arrived at, and then the 
proposal of the Indian Government and the Home 
Government was a gold standard ?—That a gold 
standard should be considered. 

26. Your words are “ with a view to the intro¬ 
duction of a gold standard.” Then before we pass 
from that period—the autumn of 1892—was the 
matter considered again by the Bengal Chamber of 
Commerce ?—No. In the meantime and before the 
International Conference met, Lord Herschell’s Com¬ 
mittee waa appointed to advise whether it was 
expedient that any steps should be taken to modify 
the Indian Currency Act. 

27. But what I mban is, before Lord Herschell’s 
Committee, was there any communication between the 
Government of India and the Bengal Chamber of 
Commerce with reference to the then situation and 
the adoption of the policy of the closing of the mints ? 

—I think not. Lord Herschell’s Committee was 
appointed before the International Conference was 
formed. 

28. Is that so ?—Yes. 

29. The International Conference was appointed in 
the autumn of 1892. What was the date of Lord 
Herschell’s Committee ?—That was also in the autumn 
of 1892. Lord Herscbell’s Committee was appointed 
in October 1892. The Committee met and adjourned, 
and then the International Conference was held in 
Brussels. 

30. After the appointment of Lord Herschell’s 
Committee ?—After the appointment of that Com¬ 
mittee. 

31. Then did the Committee take its evidence 
after the International Conference had sat P—The 
Committee took a lot of evidence before the Con¬ 
ference was held ; then the Committee adjourned and 
took further eviden e after the Conference had 
broken up. 

32. Now, will you tell us what were the questions 
referred to Lord Herscbell’s Committee?—I am nqt 
sure that I have the exact wording here. 

The Secretary read the opening words of the 
Beport of Lord Herschell’s Committee, which 
were as follows :— 

“ The question referred to the Committee by your 
Lordship is, whether, having regard to the grave 
difficulties with which the Government of India uja 
confronted through the heavy fall in the gold vali^H 
silver, it is expedient that Her Majesty’s Gorerqi^H 
should allow them to carry into effect the prqjflH 
which they have made for stopping the free 
of silver in India with a view to the introducffionqfl 
a gold standard. And if we are of opinion tjj^utfrire 
is no sufficient ground for overruling the Government 
of India, but that the measures by ■ 'wMSh they 
propose to attain their object require fnotfifljr 
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are asked to ofier any suggestion that we think fit for 
the purpose.”] ' 

33. Then, as we are aware, the Committee came to 
the conclusion that, although there were objections to 
any attempt b^frig made to introduce ft gold standard 
into India, yet, in view of all the circumstances of the 
case, the Committee recommended that this course 
should be ultimately adopted?—That is so. 

34. Was there not one modification of the Govern-, 
ment of India’s proposals made by the Committee ? 
—They proposed that instead of the Government 
taking power to .declare the sovereign to be a legal 
tender, at a fixed rate, not exceeding I*. 6d., the 
result of closing the mints should be awaited. 

35. The Government of India proposed that the 
Government should declare the sovereign to be a 
legal tender at a fixed rate, not exceeding Is. 6 d. 
The Committee were not prepared to recommend 
that, but they did recommend that the result of the 
closing of the mints should be awaited ?—That is 
right. 

36. And, that the Government of India should be 
guided by the experience thus obtained in deciding on 
future action ?—That is so. 

37. Did not the Committee take a step—not unani¬ 
mously—with a view of checking any sudden or 
considerable rise in exchange ?—With the view of 
checking any sudden or considerable rise in exchange, 
which might have injurious consequences and excite 
apprehensions in the public mind, the Committee 
recommended that as soon as the mints were closed 
to silver, arrangements should be made for the issue 
of rupees at the Indian mints in exchange for gold 
at the rate of Is. id. per rupee, and for the receipt 
of sovereigns at the Indian treasuries in payment of 
Government dues at the rate of 1 for 15 rupees. 

38. When those proposals were sent out from here 
to India, vyas there any communication between the 
Government of India and the Bengal Chamber of 
Commerce or any other mercantile association?—No, 
none whatever. 

39. Were the mercantile bodies aware of the 
* course which the Home Government were proposing 

to adopt ?—No, it was kept secret altogether. 

40. What was the first intimation that the mer¬ 
cantile public in India had of the policy that was 
proposed by the Government?—The first authentic 
intimation they had was the passing of the Bill. 

41. There was no previous announcement?—There 
was an announcement made in the home papers—it 
had leaked out in England what the proposal of Lord 
Herschell’a Committee was, and what would probably 
be the proposal of the Government, hut there was 
nothing authentic until the Bill was brought into the 
Legislative Council in Simla. 

42. When was that Bill introduced ?—It was intro¬ 
duced on the 26th Juno and passed the same day. The 
orders were suspended. 

43. The Bill was passed at Simla on the same day ? 
—Tea. 

44. What was the general opinion in India, so far 
as you are aware of it, when that announcement was 
made?—Opinion was divided; there were a great 
many people in India who were in favour of the 
closing of the mintB and there was a considerable 
opposition to the closing of the mints. 

45. Could you give us an idea as to the strength of 
that opinion of either side or both sides ? Will you 
tell me first what do you think was the opinion of 
the ^engal Chamber of Commerce ?—The opinion of 
the Bengal Chamber of Commerce was somewhat 
divided. 

14fi. You. being the president, what should you 
think,he greater weight of opinion in the Bengal 
Chamber of Commerce was ?—I am inclined to think 
t$®jthe opinion was evenly divided—about as many 
in tifp§t!r as there were against. 

47 . ' Would that remark be applicable to Madras ?— 
I .think Jpadras opinion was more opposed!*) it. ■ 

48. fxf the moment, divesting yourself of you* 
character as president of the Bengal Chamber of Com¬ 


merce, and speaking as head of a mercantile house in 
India, what was your own opinion ?—I was strofigly 
in favour of closing' the mints with the object of 
getting a stable exchange between India and England. 
I was very strongly in favour of it. 

49. Then did you contemplate the early, or not 
very far distant, introduction of a gold standard? 
—I contemplated that that' would follow in due 


course. 

(Sir John Muir,) May the witness tell us about the 
feeling of Bombay ? . 1 

50. ( Chairman) What waB the feeling in Bombay ? 
—I rather think the feeling in Bombay was pretty 
well divided, probably it was as ranch against as in 
favour of it. 

51. Who was then president of the Bombay Chamber 
of Commerce ?—I rather think it was Mr. Symons, 

I am not quite sure. 

•52. But no public action was taken by either of the 
Chambers of Commerce, either adverse to or in fevbnr 
of the Government ?—Yes, there were some objections 
taken; there were some memorials addressed to the 
Government against tl\e proposal. One I remember 
was from the planters of Southern Ipdia. They were 
very strongly opposed to the closing of the mints. 

53. At that time when the mints were closed, the 
rupee had about reached its lowest, had it■ xiot 
mean in June 1893 ?—The day the mints were tffosOT 
exchange went to about lr. 4<7. 

54. But had not the Secretary of State, prior to the 
closing of the mints, for some time previously, stopped 
the sale of bills ?—No, they went on Bellihg Council 
Bills up to the last moment. 

55. Up to June 1893?—Up to June 1893. 

56. Then when did they stop the sale of biBs 1 ?—t-’ 
They stopped the sale of bills—I think it was very 
much in deference to the representations from Indiap^- 
from about .Tune or July to November 1893. 

57. Then you say the planters of Southern India 
were the first, or were the prominent, persons in 
objecting to the proposals of the Government ?—They 
were. 

58. They being interested entirely in export trade ? 
—In tea and coffee. 

59. Not indigo?—Not indigo; there is none grown, 
in Southern India, at least not much, there is a little 
grown in Madras. 

60. Now you summarise for us (and we are very 
much obliged to you) “thirteen objections to the 
“ very serious and far-reaching proposal to close the ' 
“ Indian mints to silver and to adopt a gold standard 
“ in India.” We will have those altogether here on 
the notes, and then the Committee can examine you 
upon them. 

(The following is the Witness’s summary.) 

(f 1. That the mass of silver currency in India was 
too large to admit of the rupee becoming a mere, 
token, and that it would continue to follow in exchange 
the price of silver. ” *■" 

“ 2. That the olosing of the Indian mints would 
lower the prioe of silver, and that the natives of 
India, who are’ large ^possessors of silver in the shape 
of. ornaments, would suffer thereby, and also by not 
being permitted to coin their silver into rupees when 
they desired to do so political trouble would arise. 

“ 3. That the ttJert ]Mde of India was favoured 
by a low or decl^fig exc»ngep:and that it would 
injure it to at'At the fall. ^ * 

‘H. That we Government'fevenue from railway* 
and canals would greatly decrease. 

“5. That babncOjM trade would go against 
India if the ifltpee weivuqjrevented from falling with 
silver., ... • • 

“ 6. That, flffhe rg|e were maintained in exchange 
ateve,the,price of s^per, illicit coining would become 
rife^ and the county would be flooded with false 
rupees of proper, weight and fineness,' and thus the 
rupee would sink to silver level. 

“7. .That it would create » vagfie fueling of 
. content in the country. - - 

a a 
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“ 8 . It would give Government the power of 
coinage, instead of letting coinage be automatically 
adjusted, and Government might manipulate the 
currency for its own purposes. 

“9. That Indian manufactures would suffer and 
Bombay mills would be ruined. 

“ 10.: That .Indian yarn would cease to be exported 
ia China altogether, and the riee trade from Burma 
would be handicapped as compared with that from 
Cochin China and Siam. ; 

It 11. That Indian raw cotton would be handicapped 
in competition with American cotton, and would pro¬ 
bably cease to go to China altogether. 

“ 12. That it would interfere with the internal trade 
of the country. 

“ 13. That the tea industry in India would suffer ” 

The first objection you state here is : “ That the 
“ mass of silver currency in India was too large to 
“ admit of the rupee becoming a mere token, and 
“ that it would continue to follow in exchange the 
“ price of silver.” Will you please tell us, rather more in 
detail, what the meaning of that objection was?—The 
objection, I take it, put forward by certain of those 
who objected to the closing of the mints was that 
they felt sure that the rupee currency was so great 
that it would be impossible to maintain it above 
its intrinsic value; and that not only the rupee 
currency in the country, but also the amount that 
was held in hoards, would make it impossible for the 
rupee ever to be above its intrinsic value. 

61. Was there any authoritative expression of 
opinion put forward anywhere in India as regards 
the mass of rupee currency? — I think the only 
estimate of it was that which was made by Mr. 
Harrison. 

62. What was his estimate ?—I forget the figures, 
but it was about 115 to 120 crores, I tbink. 

63. Did the Finance Minister, when making his 
statement in Council, take note of this question as to 
the amount of currency, and did he give any figures 
about it ? — Yes, I think he quoted Mr. Harrison’s 
estimate. 

64. From 115 to 120 crores?—I think that was it. 

65. Then this objection was based upon the theory 
that the rupee would become token money ?—That it 
would be impossible to make the rupee a token 
circulating above its intrinsic value. 

66 . But the objection was that it was too large 
to become token money ?—The objection was that it 
was too large to become token money. 

67. But the question of the rupee becoming token 
money would not arise unless the gold standard was 
adopted ?—Well, we have uot quite got to the gold 
standard yet. The gold standard is not effective. 

68 . But I mean would that have any effect upon 
the objection which you mention ?—I think there 
was very considerable weight in the objection. There 
ip no question there was a certain amount of doubt 
as to whether it would be possible; in anew of this 
enormous mass of currency in India, it was doubtful 
whether we should ever be able to have the rupee 
circulating at D. 4 d. instead of at its intrinsic value. 

69. You say, that it was objected that “The 

“ mass of silver currency in India was too large to 
“ admit of the rupee becoming a mere token, and 
“ that it would continue to follow in exchange the price 
“ of silver.” Was that the sequence 

even if no gold standard was adapted ? — It was 
assumed that any attempt to keep tfie circulation 
value of the rupee above its intrinsic ^alue would 
fail. ! 

70. That is another way of stating thdt the mass of 
currency was so large that no alteration ofc value, even 
the introduction of a gold standard, would affect tho 
exchange value of the rupee ?—That is so. 

71. What was your' opinion oil that objection at 
that time ?—I had my doubts as»to it, too, I must 
admit. It was a very serious question. 

72. It was a well-founded objection in your judg¬ 
ment?—-I think it was a well-founded objection. 

73. But there were doubts about it ?—Yes. 


74. And those were doubts that could only be 
solved by experience ?—Only by experience. 

75. Now, what was the immediate effect of the 
closing of the mints upon the intrinsic value of silver? 
—Practically silver fell. In 1893 the intrinsic value 
of the rupee went down to 11 Id. 

76. What was the exchange value of the rupee 
during that time ?—From 1893 the exchange value of 
the rupee was something like Is. 2 \d. 

77. Then in the very next year after the closing of 
the mints the objection did not hold good j it did not 
follow in exchange ?—It did not quite follow. 

78. But is not there a very large difference ?— 
There were times when they were brought close 
together. 

79. Now let me come to the next year. In 1894 
silver fell further, so that the intrinsic value of the 
rupee went down to 10 d. ?—Yes. 

80. What was the exchange value of the rupee in 
1894 ?—Is. Id. 

81. There was a divergence of 3d.—Yes. 

82. Then the next year, 1895, the intrinsic value 

remaining at 10 d., what was the exchange value ?_ 

The exchange value rose to Is. l$d. 

83. Then we come to 1896, and I suppose we must 
take that as being disturbed by famine considerations ? 
—To some extent. 

84. I suppose it would more affect the exports and 
imports than the exchange value of the rupee ?—Well, 
it is very doubtful. No doubt the famine might to 
some extent have raised the exchange. On the other 
hand, if we had had a very large export season we 
should probably have had a higher exchange. 

85. The intrinsic value of the rupee in 1896 was 

lOfd. and the exchange value was 1 *. 2|d. ?—That 
is so. ‘ 

86 . In last year, 1897, the intrinsic value had 
gone down to about 9rf. ?—Yes, and at the same time 
the exchange value of the rupee was Is. i^\d. 

87. Now, in face of that experience between August 
and July 1893 and December 1897, what is your 
opinion of that objection ?—I think it has been fairly 
well demonstrated that it is possible to have the 
rupee circulating at a higher level than its intrinsic 
value. 

88 . Even without a gold standard ?—Even without 
a gold standard. Even without a gold standard being 
effective, that is to say j even although the Govern¬ 
ment is not prepared to make it convertible; even 
though the Government is not prepared to give gold 
in exchange for rupees, still we have before us the 
fact that the rupee is worth over 1 *. id., and that the 
intrinsic value of the rupee is only something between 
8 d. and 10 <f. 

89. Am I right in saying that that would tend to 
show that the action of the Government in limiting 
the number of rupees in circulation had the effect of 
raising their exchange value totally irrespective of 
their intrinsic value ?—Undoubtedly, through stopping 
the free coinag e of silver. 

90. In other words, it would require fewer rupees in 
silver to supply the same quantity of gold ?—Yes. 

91. ( Sir Francis Mowatt.) As regards the first of 
these objections—the rupee has not become a token 
of the present moment ?—I should say that it has. I 
should say that the rupee is a token coin, because 
it circulates at a value very much higher than its 
intrinsic value. That is why I should say it is a 
token coin. 

92. Has that been effected by the restriction of the 
number ?—Very considerably. 

93. (Sir David Barbour .) It is in fact parfect&y - 

clear that the rupee can be kept at a different value. 
to that which you call its intrinsic value. Thq|t|i 8 l 
absolutely certain, is it not ?—I should say that’l’hat j^T?. 
absolutely certain. —-* 

94. And that has been the result of closingjfHiiA 
mints ?—No doubt. 

95. Not merely the result of limiting thp^rnpea 

coinage, but the general result of closing th# 4 $$tr? 
—That is so. ’ w ' ’ 
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96. Which has, of course, affected the import of countries after the closing of the mints, but these ^ j ^ 

silver?—Yes. found-their way ont again. I should attribute it Ltfaekcn, 

97. A reduction in . the import of silver helps to more to the fact that the currency was redhndaul-at 'J t.C.t.E. 

keep up the exchange, and any such reduction is a the time. <—■»- 

consequence of the closing of the mints to silver ?— 110. (Ckairman.) What I understand you to say 

No doubt. is this. Taking it in round figures at la. 4 d., the —~— 

98. {Sir Alfred Dent.) You say that the rupee is present rate of exobange, 15 rnpees will buy a 
a token now. That is, of course, only so long as the sovereign in London ; if the purchase had to be made 
exchange is kept up to this high level ?—So long as with the intrinsic value of the rupee, 15 rupees would 
the rupee circulates at a value above its intrinsic value, only buy about 12s. ?—That is so: 

I take it, it is a token coin in the same way as the 111 . Therefore, whether the rupee fe called a token 
shilling in this country and the copper coins. or by any other name, the effect of the action of the 

99. Though it has the exchangeable value of Government is to raise the exchange value of the 
1 * 4as it had in 1897, which is purely artificial ? rupee in gold ?—Practically, I should say that is so. 

—You can sell every rupee you have got at the 112. Now, has there been any difference in the 
present moment for something over Is. 4</., therefore, infernal valuo of the rupee ? Of course, all your 
it is exchangeable for something over Is. 4 d. evidence up to the present has been directed purely to 

100 . {Mr. Holland.) I should like to inquire the exchange value of the rupee. I ask you now, how 

whether or not you attribute to the closing of the has it been affected in India itself ?—The value of the 
mints the present favourable rate of exchange ?— rupee internally, in relation to commodities, do you 
Undoubtedly. mean? 


101 . But you admit, do you not, that there are 113. Yes ?—Well, it is very difficult to say if there 

other factors that do affect the rate of exchange very is any difference. Prices rise and fall in India 
materially. For instance, such a question as the altogether irrespective of the currency. You may 
balance of trade has something to do with it apart have a good harvest in one part of the country and a 
altogether from the closing of the mints? — The bad harvest in another part, which may lead to a rise 
balanee of trade and the closing of the mints together, in the price of commodities. Therefore, so far as my 
If the balance of trade were to go materially against judgment goes, I should say that internal prices have 
India, even with the mints closed, we might see a not so far been so much affected by the difference 
different rate of exchange. between intrinsic value and the exchangeable value of 

102 . It would be affected then by such questions as the rupee. 

good and bad harvests ?—Undoubtedly. 114 . That is to say that, for the purpose of buying 

103. And the question of borrowing gold in commodities in India—subject, of course, to that price 

London?—Undoubtedly. being affected by the law of supply and demand 

104. And such a question as the offering of fewer* for the time being or by local causes—so far as mossy 

Councils Bills would also affect the rate of exchange ? is concerned, the rise in the exchange value to 
—To some extent, no doubt. 16d. has had no appreciable effect on the valne of 

105. So that it could hardly be said that the closing the rupee through its internal circulation, either in 

of the mints is itself the sole factor in securing this depressing it or raising it ?—I should say, on the whole, 
favourable rate of exchange?—No, it could not be itnaenot so far. In one or two cases, no doubt, it 
said that it was the sole factor. hag had some effect. 

106. These other factors that I have referred to 115. Let us take two or three cases. Has it affected 

would also affect it ?—Undoubtedly. wages generally throughout India ?—You mean, has 

107. {Mr. Campbell.) Do you think a coin can bo it lowered wages ? 

called a mere token when it is legal tender to any 116. Has it lowered wages ?—I should say it has 
extent ?—I think so. I should say it is a token if it not lowered wages. 

is of more value than its intrinsic value. Of course, 117. Has it raised wages ?—No ; wages, J think, 
that is a matter of argumeut. are practically the Bame as they were in 1893. 

{Mr. Hambro.) Why do you consider it a token, 118. And the same in reference to the price of 
seeing that it is not like a shilling which is a token of commodities which form the great bulk of the people’s 
the twentieth part of a sovereign. consumption ? —I should think so. I do not think 

(Mr. Campbell.) It is a legal tender to any extent. it has had very much effect upon prices so far. 

{Mr- Hambro:) You cannot call it a mere token I should like to say, if I might, that I believe it has 
when it is not a legal tender or token for something. had an effect on the price of opium. 

{Witness.) Well, that is an academic question, I 119. By lowering the price of opium?—Yes, it 
think. has lowered the sale price of opium. I believe it has 

108. {Mr. . he Marchant.) I rather understood the done that. The price of opium is lower dow than it 

effect of the last question to be this : that the rupee has been. It has been almost as low before, I think, 

is approaching to the position of a token coin^ If it as about 973 rupees or 974 rupees a chest, and it has 

is exchangeable for 1 *. 4 d. effectively, so that there been as low before as 970 rupees a good many years 
are 15 to the sovereign, then to that extent it fulfils ago. But opium being sold in China and paid for in 
the definition of a token in that particular way; that is silver, the fall in the value of silver has tended to 

to say, as the shilling would represent one-twentieth of force down the rupee price of opium. But there are 

a sovereign the rupee would represent one-tifteenth of many other causes affecting the price of opium. 

a sovereign, assuming that that is your definition of a 120. But when I was Secretary of State, I think 
token ?—I would rather put in this way ; that a coin the price reached JUICO rupees per chest, and that was 
circulating materially above its intrinsic value cannot at the time when!the*Efl|*o was at its worst?—Yes, 
be regarded other than as a token. If the rupee is there has hrapif mTjfnrinl decline. The rupee having 

worth at the present, moment Is. 4 d, and you melt it been at ls.^R, and the intrinsic value of the rupee, 

down and can only get lOd. for it, and you can by which,some extent, file price of opium is 

discharge a Is. 4 d. obligation with it, I should say governed, hiring gone down to 10 c?., there has been 

K very much like a token. a material fall in the ppMof opium. 

ight I ask one question with regard to the 121 . I tflink you said tbit there has been a con- 
•upees ? It was anticipated that the mass of siderable r^QUCtion in the importB of silver ?—Yes. 

was such as to prevent the rupee rising to, I 122. Harthere been a considerable fall lately in the 
,s. 4 d.; to a certain extent that anticipation amount of silver imported into India?—There has. 
ied for a time, was it not ? Do you attribute 123. {Lord Balfour of Burleigh.) Can you account 
pees coming out that had been hoarded—to in any way for the fact which you state here vhat 

iming into circulation that had not been in opium of all commodities/.is tbe one the price of 

•culation ?—I think there is some evidence which ha* been affected i —Opium ip entirely, con- 

that rupees came . Jiqck to some extent from foreign Burned in C hjq^ and’ China being on a silver basis 
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the purchasing power of silver having gone down 
materially, the rupee priee of opium has to some 
extent been forced down' thereby. Practically the 
whole opium crop is consumed in China and the 
Straits; there is a little goes to Java, but not very 
much. 

124. CStr Charles Crosthwaite.) You say you do 
not think the price of commodities has been affected ? 
■—I' think it is very difficult to say that prices of 
commodities have been materially affected. 

125. If you only mean that it is difficult to say, 
I liave nothing further to ask you; but if you say 
that they have not been affected, I should like to 
aak- you another, question ?—Well, it is impossible 
to say that they have been affected by the closing of 
the mints. 

126. In answer to a question by the Chan-man, I 
understood you to say that fewer rupees would now 
buy the same quantity of goods ?—Fewer rupees will 
buy the same / quantity of English goods. 

127. Only English goods ?—I should say so. 

128. Then I should like to ask you why you think 
that a merchant here would pay more for the rupee 
if he is not to get more Indian produce with that 
rupee. How could be afford to pay Is. 4 d. if he only 
gets the same quantity of Indian produce as he got 
before when he only paid Is. Id. ?—Prices on this 
side may have responded. Wheat, for instance, has 
gone up from 20s. a quarter to 50s. 

129. But supposing the gold price had remained 
constant ?—The gold price remaining constant, there 
wopld naturally be a tendency to lower either the 
price of commodities, the price of English exports, or 
the cost of transportation. 

130. Do you admit that the gold price remaining con¬ 
stant, an artificial rise caused in the value of the rupee 
by the closing of the mints must tend to have an 
effect on the price of Indian produce ?—I should like 
to say that the artificial rise that has taken place has 
been very slight. 

131. But, given that it is slight, however slight 
it may be, pro tanto, there ought to be soma effect ?— 
Undoubtedly there would be. Within six months 
previous to the closing of the mints we had exchange 
at abont If, 4d.; so that there has not been a very 
large adjustment to take place. 

132. When you answer these questions are you 
speaking of your own knowledge ? Have you been in 
India lately ?—Oh yes. 

133. Have you been dealing with producers there ?— 

I have been associating with them constantly. 

134. But have you actually been buying produce in 
India ?—I am speaking of my- experience when I was 
resident in India and doing business there. 

135. Have you lived in the interior of India at 
all ?—My time has been mainly spent in Calcutta and 
Bombay. 

136. Have you had dealings with the cultivators ?— 
Yes, indirectly. 

137. In the evidence that you gave before Lord 
Herscbell’s Committee I understand you to hold that 
the rupee has given no larger returns apparently to 
the cultivators of India; that is to say, the fall in the 
value of the rupee did not give them more rupees for 
their produce ?—I think that is so because during the 
last 20 years there has been practically a constant fall 
in the value of commodities, madfl^ffiough the rupee 
went on falling, practically tl^^ontf^prs were getting 
no more. 

138. And now you tKThk it would be jfiwisc to go 
on raising the rupee?—I think it woql^ be a great 
mistake to attempt to rai se T he rupee I very much. 

I do not think it would UtawSrable to 3 b on raising 
the rupee above la. id. 

139. What I wanted t 6 find out was Whether you 
h,eldfbat this sort , of fluctuation in the rupee has no 

W the price of products in India to the pro¬ 
ducer.' You said that the low rupee does not give 
larger returns to the ^cultivator in India ?—I think on 
the whole the low rupee. di<|, not give very mucii 
larger returns fo the cultjmitar; I think about th$ 


time time the mints yyere closed, about 1893, there 
was a slight tendency for the rupee price fo rise, but 
up to then I think that ..practically the producer in 
India had got no higher prices for his, produce, 
despite the fall in the exchange value of the rupee 
from 2s. to Is. 4 d. 

140. (Chairman.) You think the merchant got it ? 
—No; I think that owing to the foil in gold prices 
all over the world there_ had to he an adjustment 
made. 

141. (Sir David Barbour.) I understand you ,te 
say that, as compared with what was the case in 
former years, the producer who lived under a gold 
standard got a lower price immediately before 18.93 
than the producer who lived under a silver standard 
got ?—Yes, I think so. 

142. (Chairman.) Are not the bulk of the con¬ 

tracts for Indian products which are sold in Loqtfou 
always made on a gold basis?—The seller, say. of 
wheat, in Calcutta gets an offer of so much per quarter 
in shillings for wheat delivered ex ship in London, 
and if he fixes his rupee price, his insurance, and 
his freight, to enable him to get the operation 
through at sterling value in London, the operation goes 
through. N 

143. Then supposing that the sterling rate was 
taken on the basis of 15 rupees to the sovereign, that 
would mean one price in Calcutta, and suppose the 
exchange were the other way and it was taken at 
20 rupees, still the price would be the same, but the 
exchange value would vary, is that so?—The gold 
price would vary. 

144. (Sir John Muir.) But the native would receive 
a much larger price for his wheat?—Naturally one 
.would think so if the price was constant; hut if 
the exchange fell, you would find the price, in 
London would fall, too. It would be the same if 
freights fell. 

145. (Mr. Campbell.) Is that necessarily so?— 
That is the case. If wheat is befog offered from 
Calcutta at, say, 45s. a quarter on the basis of an 
exchange of Is. id., and on the basis of a freight of 
35s., and if then the freight falls 5s. per ton the 
purchaser in Mark Lane or Mincing Lane knows 
just as well as the man in Calcutta that freights have 
fallen, and he immediately lowers his buying price; 
but if exchange falls from Is. id. to Is. 2d. he will 
lower his buying price, too. 

146. (Sir John Muir.) I understand the question 
put to you by the Chairman was, supposing the rupees 
should be 20 instead of 15, that naturally would give 
a great advantage to the native producer ?—Not 
necessarily. 

147. (Sir David Barbour.) It would, other things 
being equal ?—Other things being equal, but I should 
say that as a shipowner, if I saw a reduction in .ex¬ 
change from Is. 4 d. to Is. 2d., and I had been quoting 
30s. for a certain freight, I should then demand q uite 
40s. But things do not remain constant. 

148. (Lord Balfour of Burleigh.) But surely 
whether you could get 40s. instead of 30s. for your 
freight would depend on whether some other ship 
were waiting to take the same cargo, would it not 
irrespective of exchange?—Not quite; because other 
shipowners would do the same as I should. 

149. (Sir David Barbour.) If exchange fell, yon 
might expect that more produce would come forward 
and you would be in a position to ask for a higher 
rate ?—That is the point. 

150. (Chairman.) Assuming, as we must for the 
purposes of the argument, that everything is equal, 
that there is the same rate of freight, and everyth in g 
is precisely the same, but that the soverign is wodja 
on one day, as Sir David Barbour put it, 20 mp^j 
and on another day 15 rupees, how would that ti^m 
the price of produce ?—Assuming that the 

India was content to take the same profit and Mfhafofl 
over any excess of profit to the cultivator, no doubtithe 
cultivator would get it, ’’ 

151. But assuming that be tried to fota^pt] 

Then the cultivator would certainly notgetjt. 




MINTTES OF EVIDENCE. 


152. (Mr. Hambro.) In your evidence before the 
HlWschell Committee in 1892, at Question 1069, you 
sly, “ I should say the fall in exchange has not 
“ stimulated the trade between India and gold-using 
“ countries. Jt may be that there has been what I 
“ might call an illegitimate stimulus given to trade 
« between Bombay and China through the depreciation 
“ of the standard of value in India in competing with 
« Lancashire.” Would not that necessarily apply all 
round ?—It would scarcely answer, would it, in dealing 
with gold countries. 

153. But when you said that the price of opium had 
failed so much, I was wondering whether that was 
not’the reason—that the low exchange would act in tjie 
way of a stimulus to all exports ?—I think a declining 
exchange certainly does for the moment stimulate 
export's. I have always held so. 

154. And prising exchange would do the opposite ? 

—That would check them. 

155. {Chairman.) You say that the low price of 
_ exchange would stimulate exports for the moment ?— 

Fpr the moment it would appear to stimulate them; 
but I do not think that that applies to the bulk of 
exports. It would do it in this way. A man may he 
putting through a transaction and may find it difficult 
to bring the buyer and seller together ; then, if he can 
get a difference of exchange of even a farthing or a 
halfpenny, that would enible him to put that business 
through, 1 $ gives him that stimulus. 

156. Now we will come to the second objection; 

“ That the closing of the Indian mints would lower 
“ the price of silver, and that the natives of India who 
“ are large possessors of silver in the shape of 
“ ornaments would suffer thereby, and also by not 
“ being permitted to coin their silver into rupees when 
“ they desired to do so, and that political trouble 
“ would arise.” What have you to say upon that 
objection,?--As to that, I can only say that there is no 
discontent Among the natives of India. 

157. But what do you say as to the first clause, 

“ That the closing of the Indian mints would lower 
“ the price of silver ” ? Since the closing of the Indian 
mints the price has been less ?—Undoubtedly. 

158. It has not affected .the price of ornaments?— 
It has lowered the price of ornaments, too. 

159. In the bazaars?—Undoubtedly, silver orna¬ 
ments are now much cheaper than they were. 

160. Prior to the closing of the mints, of course, they 
could turn their silver into rupees at their intrinsic 
value, and they cannot do that now ?—No, they can¬ 
not. 

161. What is your opinion as to the effect of that 
generally on the natives of India?—The anticipation 
was that political trouble would arise in consequence 
of that, and, so far as I have any evidence, no trouble 
has arisen whatever. 

162. What do you say to the statements which 
have been made in this country that the action of the 
closing of the mints has been to rob the people of India 
of a proportion of their property by depriving it of its 
convertible character ?—There can he no question 
whatever that the closing of the mints has deprived the 
people of the power of converting their ornaments into 
rupees; but I am not aware that people want to 
convert their ornaments into rupees except to sell 
them. 

163. ' Although the practice did prevail to some 
extent, you do not think that it was a universal practice, 
thBOonstant taking of ornaments to the mints to be 
coined?—I think the figures show that there were 
■gflfy few ornaments taken to the mints. In times of 
fa%ijie, I believe, some have been taken. 

16*. 1 {Sir John Muir.) Is it not the feet that the 
natiyae of India regarded these ornaments as more or 
’ fessan^vailable asset when the mints were opened for 
coa tflB?—I do net think the natives of India knew 
thattne’tnihts were open for coinage at all. 

165.— {Sir David Barbour.) They sell, them in the 
bazaars Prrr-Exactly. V A woman having a bangle or an 
anklet or a nose-ring, if she wishes to realise oa.it, will 


: She 


sell it to the silversmith in the jbazaar, 
know there i$ such p thing as a mint,. 

166. And when .ornaments cprae to the mint ttej^ ; 
coqoe in considerable •,quantity. The articles, are' 33 
collected by somebody who sends a quantity to the : 
mint ?—Exactly.. 

167. {Sir John Muir.) Still, it comes to the same 

thing. When they could get tbe*& articlee feom the 
bazaar into the mint, it enabled iibeaa to convert their 
bangles and so on into silver ?—-And they can still do 
that. ». ■■>■ . 

168. But if the bangles do not fetch the same price, * 
is not that a depreciation of their value to the owner ? 

—Undonbtedly. The value of ornaments is less than 
it was before, owing, to the price’of silver. There is no 
doubt shout that. 

169. Anybody bringing his ornaments to the Bombay 

mint would now get 30 per cent, less value ?— 6 qt.il. 
one of the members of the Committee pointed out, the 
owner of the bangle does not take it direct to the mint 
himself. •* * ’ ‘ • 

170. But, however it gets to'the mint, whether be 
takes it himself or it goes to the mint with a lot of 
other articles, 30 per cent, less is given' for it V—T 6 
begin with, suppose that before the : closing of the 
mints a bangle cost five rupees, the intrinsic value Sf- 
that bangle would probably not be more than 3r: ’4a , bjf 
3 r. 8 a. There is the labour of making the btagte.‘“' 

171. But before the closing of the mints, when he 
brought the bangle to the mint, or when it got there 
through Anybody else with other articles, he got pretty 
nearly the same number of rupees that it cost. At 
any rate, leaving out of the question the cost of labour^ 
he got weight for weight the silver the badgie' 
tamed ?—Suppose a man buys la made'banjjle for flfv?" 
rupees 

172. But whatever the cost of the bangle, he tfcfold 
take it to the mint and get weight for weight for the 
silver in it ?—If he gives five rupees for it, the 
intrinsic value may not be more than 3 r. 8 a. or 3 r. 
12 a. 

173. But if its intrinsic value was five rupees, he 
would get five rupees of eilver for it ?—Yes. 

174. Now instead of that he gets 30 per cent, less? 

—On the other hand, for a bangle that he pteV}bilMy 
paid five rupees for he would now probably -oifly pay 
3r. 8 a. 

175. But I am talking of his old savings, articles he 
has had from some time before the closing of the mints ? 
— His savings in bangles you mean ? • 

176. In bangles ?—Undoubtedly they have gone 
down in value. They also, of course, had gone down 
in gold value 30 per cent, before. 

{Sir David Barbour.) There are, of course, a great 
many bangles and other silver ornament^ that are .sold 
that never go to the mints. I think it is only in Bombay 
that they are sent to the mint, or that it has only 
been to the Bombay mint that they have been 
tendered. 

177. (ChSkrman.) However, we may taka it that 
you are of opinion that practically no feeding has heen 
aroused on the part of the natives of India who are 
possessors of silver in the shape of ornaments because 
of the closing of the mints ?—That is so. 


Sir J. 2S\ 


r- 


Was'there not a petition In 
^ hf of and Mahom- 

unit the dosing of the mints ? 


re was that express, 


178. {Sir John 
Bombay signed by* 
medans and BUndus 
—I did not feJJpofit. 

179. You d^nbt know 
sion of feeling B—-No. 

180. I have, had that effect?—No 

evidence of affpe^fog oRhat kq£d came to my know¬ 
ledge, and I tpmt all through India. 

181. (Chairman.) Now the next Objection is - That 
“ the export trade of India was fevoured by a low t or 
“ declining exchange," and that it would injure it t to 
“ arrest its fell.”, Will you explain the objection, and 
then will, you give as your answer -to it? — The 
objection is stated there.. The eaj*a#‘ ) trade of 

is favoured, they s»y, by a.low ot .d eclining ^xo h ae ge: - 
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182. That is, that more of the products of India 
would be taken on a declining exchange ?—And that 
it would injure the export trtide to arrest the fall. 

183. Now what do you say to that ?—I answer that 
by showing that on the exports of private merchandise 
there has practically been no injury done to the trade 
of India. I put in the following table :— 


Exports of Private Merchandise from India. 



Ex. 

1 

j 

Bx. 

1883-88 - 

- 83,400,865 

1890-91 - 

- 100,135,722 

1883-84 - 

- 88,121,296 

1891-92 - 

- 108,036,010 

188.4-86 - 

. 83,200,528 

. 1892-93 - 

- 106,535,997 

1885-86 - 

- 83, 27,840 

1893-94 - 

- 106,447,590 

1886-87 - 

- 88,428,660 

1894-95 - 

- 108,814,999 

1887-88 - 

- 90,471,462 

1895-96 - 

- 114,263,140 

1888-89. - 

- 96,978,171 

*1896-97 - 

- 103,914,297 

1889-90 - 

- 103,896,862 

*1897-98 - 

- 97,530,672 


* Famine years. 


184. Was there a general impression among the 
mercantile classes in India prior to the closing of the 
mints that iujury to the export trade was certain to 
follow ?—I think so. 

185. Was that one of the objections that would 
weigh in India ? — Yes. There is no doubt that 
there are a great many of the export houses in India 
who do favour a low and declining exchange. They 
believe that a low exchange favours exports. 

186. Let us take a concrete case: let us take the case 
of the growers of tea. Would they gain by a low 
exchange ?—On the whole the balance of gain is in 
favour of the tea growers for a time. 

187. But the raising of the value of the rupee 
would be an advantage to them in respect of the 
European charges they have to incur ?—Yes. 

188. Therefore, you do not think there is much 
advantage in that either way ?—No. 

189. Your opinion is that the export trade of India 
has not been injured, or would not be injured, by 
arresting the fall of the rupee ?—I think it would not 
be injured by the rupee remaining at lr. id. 

190. (Lord Balfour of Burleigh.) Referring to 
your table of exports of private merchandise from 
India, it is obvious that on the last two years you 
give, 1896-97 and 1897-98, there is a fall 'That 
is so. 

191. You put an asterisk to each of those years, and 
describe them as famine years ?—Yes. 

192. What do you mean us to understand by that ? 
—That there was less to export from India during 
those years. 

193. But do you wish us to understand that that 
explains the whole of the fall ?—Probably, I think. 
I should attribute it to that. 


194. I see yon give the figures here in tens of 
rupees, but for each of them this must be for only 
parts of each year. What is the date in each of the 
calendar ydtrs of the commencement of your year ?— 
The 1st April to the 31st March. 

195. In fact the Imperial financial year ?—Yes. 

196. When did the famine begin to be be severely 
felt in 1896 ?—I think in the cold weather of 1896. 

197. Can you give me a date?—About November. 

198. Then are you able to say that the whole of this 
fall which is represented in 1896-97 took place after 
November of that year? Just let us get this quite 
clear. You will see that .the fall was from Rx. 
114,263,140 to Rx. 103,914,297. Have you examined 
the figures to ascertain that the whole of that fall 
took place after November 1896 ?—No, I cannot say 
that I have done that. 

199. If it did not, it is obvious that it would not be 
owing to the famine ?—I think that during practically 
the whole of 1896 there was considerable scarcity in 
India. 

200 . I understood you to say that the famine did 
not begin to be severely felt till November ? — Not 
severely felt, but practically there was pressure. 

201. Even supposing famine began before that, the 
fact of their being a famine would not begin to show 
itself until later?—Prices rise immediately. 

202. But it would not interfere with the exports of 
tea, for example?—No. 

203. In fact it would not interfere with any exports, 
except those which were food stuffs?—Yes, it would 
affect cereals of all sorts. 

2C4. (Sir David Barbour.) Seeds and cotton ?— 
Seeds and cotton. - 

205. (Lord Balfour of Burleigh.) Will you oblige 
us—I do not say now, but at your convenience—by 
taking the years 1895-96, 1896-97, and 1897-98, and 
giving us month by month the exports for each month ? 
It must already have been done, to get at this total ? 
—Yes, I will be pleased to get the figures out for 
you.* 

206. (Sir John Muir.) I think your argument is 
that the exports of tea from India have increased ?— 
Yes. 

207. But how were those, exports to be prevented 
from increasing; because the estates are being extended, 
and the amount of tea grown in India has very largely 
increased ? I suppose the returns could not have 
shown a falling off, unless the tea had not been 
grown?—My point is this: The 13th objection is 
“ That the tea industry in India would suffer.” It 
was objected on the part of those who were nervous 
about the closing of the mints that the tea industry in 
India would suffer, and the figures here are merely 
put forward to show that apparently the tea industry 
has not suffered. 


* The witness subsequently handed in the following statement :— 


Gross Exports of Merchandise from India on Private Account. 


Month. 

1890-91. 

1891-92. 

1 

l#2-93. | 

' 

1893-94. 

1894-95. 

1895-96. 

1896-97. j 

< i 

1897-98. 


Ex. 

Ex. ; 

i 

Bx. 1 

Kx. 

Kx. 

Ex. 

Ex. 

Ex. 

April - 

11,363,301 

9,937,804 

10,809,090 

10,329,493 ! 

10,974,049 ; 

10,658,264 

9,755,243 

9,806,556 

7,213,950 

May - 

10,161,732 

10,568,518 

10,531,437 | 

11,042,068 

10,086,484 

V 9,127,448 

8,096,313 

June 

7,096,678 

10.051J72 1 

7,884,891 

9,070,358 

8,251,468 

8,012,267 

8,602,857 

7,198,737 

July 

7,484,862 

jmwmo 

0,952,999 

6,697,382 

8,436,703 

8,811,574 

7,371,998 

7,623,535 

August 

6,360,577 

6,370,446 

— 6,981,025 

6,916,003 

6,464,962 

.7,971,203 

7,688,153 

7,1 14,909 

.7,175,705 

September - 

8,050,459 

' ' 7,360,600 

7,204,971 

7,235,179 

7,786,364 j 

7,953,845 

6,579,472 

October 

6,954',512 

8,351,047 

7,305,496 

7,225,331 

8,535,632 

9,364,713 

8,420,939 

7,461,563 

8,880,334 

November - 

7,140,374 

6,865,821 

' 8,196,076 

8,151,721 

7,625,130 

8,939,281 ; 

8,240,594 

December - ! 

8,577,931 

8,253,058 

9,610,740 

8,790,692 

8,617,326 

10,151,852 

8,468,131 

8,303,146 

January 

9,419,839 

. 9,050,425 

9,469,889 

10,665,868 

10,457,295 

10,758,983 

8,730,485 

9,363,484. 

February 

8,987,383 

10,497,477 

9,999,544 

9,731,563 

10,371,189 

11,490,348 

9,826,116 

9,706,714 

March 

• 10,489,525 

11,043,479 

11,941,742 

10,933,256 

9,613,542 

11,417,878 

10,250,419 

9,946,02 7' 

Adjustment' 
t onjMOOunt 
it '.Errors y 







_ * 

/IHTsJSo • 

inMonthly 

Returns 









Total 

,100,185,722 

108,086,010 

■ i ■ ■ .— A ■' 

106,535,997 

706,447,590 

108,814,999 

1 

114,263,140 

103,914,297 



MINUTES OF EVIDENOE. 


9 


Objection No, 3 is, “ That the export trade cl 
. , was favoured by a low or declining exchange, 
d ttiat it woul<|; injure it to arrest the Now* 

T have been nodding, and I daresay you have noticed, 
the tea return#* There is a very general complaint 
about the returns of the export of tea and the tolling 
off is attributed to the exchange ?—I just cut this out 
from the Newt this morning before I came 

up: “Tjjfeoks'to the largely increased outturn ot tea 
“ in lljJ>7,‘ 3,526,473 lbs. against 3,025,366 lbs. in 
“ 1896, an increase of 501,007 lbs., the Dooara Tea 
“ Company is enabled to declare, for the fourth suc- 
“'ofejlve year, a dividend equal to 12$ per cent. 
“‘Prices in the greater part qf the season ruled lower, 

fee company’s tea realising an average of 7*75<?. per 
Abound gainst 8'26d. per pound in 1896; while the 
u further rise in exchange, by increasing the expenses 
“ considerably, reduced the profits. The total acreage 
“ under tea was 8,851 acres in 1897 against 6,662 
“ acres in 1896, 5,360$ acres being in full bearing 
•.against 5,138$ acres.” It seems to me that a 
: cqwpahy Which is able to pay 12$ per cant, is not 
doing so badly. 

209. You will fiudthat as a rule they pay 2$ and 3 
per cent. One or two are paying 15 or 20 per cent., 
but they are excessively well organised and well 
managed gardens; but the modern gardens I think 
have almost universally suffered?—Well, I have 
ngticed that,fee Ejection is still maintained in some 
quarters, that an exchange of Is, 4<f. is too high for 
Iqdi»,jfed that it would be better to have a low 
exphaage—perhaps a 6 d. exchange, I think that is 
freely maintained still. 

210. (Sir David Barbour .) Look at your own 
figures under this return of “Exports of private 
merchandise from India.” In 1893-94 they are high; 
in 1894-95 , they We high; in 1895-96 they are 
higJiOf Yet ift those years the exchange was 
fcjpS 7—That is so. 

211 . Exchange was higher in 1896-97 and 1897- 
98 ?—It was. 

212. And the strange thing is that with reduced 
exports the exchange kept rising ?—Yes, it is curious. 

213. Now as regards the stimulus given by a fall 
in exchange, I think the argument is, that with the 
lower exchange more produce is sent out of the 
country, but of course it is no gain to a country 
merely to send away more of its produce. If merely 
more produce goes out, that is a loss to the country, 
is it not ?—-Undoubtedly. 

214. So that if there is to be a gain in that way 

a whole, the fall in exchange must 
increase the imports too ?—Yes. 

215. A fall in exchange must increase both the 
exports and the imports; that is the argument ?— 
Yes. 

216. And a rise in exchange would have the oppo¬ 
site effect ?—Yes. 

217. There is a difficulty if you apply that to 
England. A fall in the Indian exchange means a rise 
in UbB English exchange necessarily. The two things 
are exactly the same, but looked at from different 
points of view. And, if you look at the fall in the 
Indian exchange froni the side of England, you have 
a rise in the English*exchange. And by fee argu¬ 
ment a .rise in, the English exchange should reduce 

i fei^fenglish exports and imports, which are the 
e. as the Indian imports and exports, and thus you 
i * the same operation both increasing and 
diminishing the international trade, according to the 
point of view from which you look at it ?—That is so. 

21 &.7bpve never been able to get over that?—- 
over it. 

, 219, And if fee fall in exchange is a good thing for 
India, have yep ever been able to arrive at the limit 
where the fall 0 ##ees to be beneficial ?—I think that 
is where the falifey of the contention shows itself. 

220. Have yonder been able to find the point #t 
which people adopted that a further f*U would do 
Ju) good ?—No, I pave not, If a shilling-i# hatter 
Y 8763. 


than 1*. 4d.» naturally 9d. is better than ls„ aj 
is better than 8 d.j?#ftd.#q you get down tc ' 

221. And so ypnsdpagerity would be indainii 

increased if the rpnee wW , worth nothing ?—Thai . 
is so, , , 

222. Now if the formerly g*. for the 

rupee, assuming that there » a benefit from the fall 
in exchange to fee producer? had that benefit 

to the extent of 8 rf. out of 2 *., feh 4 #M# one-third; do 
you not think he might reasonably. Jfe content with 
that, and allow other interests to hfuyi' a chance ?—I 
certainly do think so. ’ ■ 

228. (Sir Chariot Crotthwaite.) It appears to me 
that the debt of India has to he paid in produce; it 
must be in exports that it is paid] then if the, gold 
price remains the same, what is the effect of the toll 
in the rupee, the gold price remaining the same?— 
Wh#t is the effect on what ? 

224. On the rupee price of produce ?—If the gold 

price remained constant.here? „ . 

225. Yes, wed on the amount that India hah to 
remit to pay her gold debt ?—She would not hare to 
remit so much if fee gold price were higher. 

226. The gold price of produce remaining the 
same, and the rupee lo w, India jhas to rfemit a . cer tain 
amount of produce P— Ybb. ! 

227. The gold price remaining the m> 4 - 

rff^ee higher, would she have to remit more or®## 
produce 7—It depends on what her indebtedness.]#. 
If she takes the same amount of European goods, she 
will have to export a larger amount—very much 
larger. j 

228. And in the other case ?—Ip fe# other case I 

think it is of really very litfe cnfeflmmfeY The 
rupee is purely a measure of valued ! 

229. {Sir Alfred Dent.) Wjfe retard fcp.fee”" 

figures you gave of “ Exports of Private Merchandise^ 1 * 
may I ask what “ private merchandise ’’means? Why 
is the word • private ” used ?—As against Govern¬ 
ment merchandise. • 

230. You mean gainst opiate, and so on ?—Against 

Government stores. f ! f 

231. Which would indude opium ?—It would not 

include opium. It is Government storey &c. They 
are always separated. :" :v • 

282. You give several years! here, and'fee list t##: 
do not come up to the usual fete of progress. tou 
attribute that to the famine?— Yes. ' ’ 

233. But is it not the fac( that up to quite lately 
the whole of this merchandise had been financed at a 
very low exchange, and that the 1 *. 4 d. rate ha# not 
yet began to tell on the exports ?—My point rather, is 
this, that the intrinsic value of the rupee is 10 <f. and 
exchange is Is. 2\d., and still) the export trade goes 
on; and that the divorce of silver or the division 
between silver and the rupee having been very 
marked, still the trade of the country goes on 9 # 
happily as ever. 

234. I am thinking rather of the future, and my 
point is tha# of late years this trade has been finaqwvl 
at a low rupee,'quite regardless of the fetrimb value 
of it. Now the Indian currency scheme j# beginning 
to tell, and the rupee is put up to Je, id., that is 
beginning to have an effect, and will have an effect fe 
future on the export 1 ofprivate merchandise ?—-The 
value of the rupem^fit^fear ! was about 1 #. 2 $fe ' Tt, 
would only be jrriwlf'l$d. ti%.lf,.4d. 

235. Do JMl feink fee ; export trade will , be 

damaged in ufe ftitwe if feeliupM, is maintained'!# 
1 *. id. ?—I fejrtainly do not think It frill; Y' 

236. Whafefec fe#said. abiout iy* effect da fee 
.. tea estate# in CbylpB fed India, the general effect o# 

exports, yon think, will go I thin# so. ‘ 

237. (Mr, Robert. Campbell.) .paipkay that the 
fear that the export trade of Jndia wegffi be favoured 
by alow exchange hex npt been jjLstifigfc 
that it is only within the two last'ybap* that is, 3 
ha# ever been touched, and feat nmfotta to th 
exchange frr thaferee yearsL&vafefeiriibout 
the effect of ths bigh exchange- ha#nevfer 
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—The objection that wps, ftlteed to the closing of the 
Indian mints, end to pee coinage of silver, and to 
the divorce of the rupee from silver wag this : that 
silver in going very, much away from the rupee, and 
that countries that remained on a silver basis would 
benefit so, much by being on a silver basis, while India 
was onr a gold basis, that it would injure Indian 
trade. I say that although the rupee has gone down 
intrinsically to l Off., aild though Chinn and other 
silver-using countries have had the benefit of that 
fall, still the export trade of India has not suffered. 

238. 'Vftiat was in people's mind at the time'was 
that the closing of the mints would' establish a It. 4 d. 
rate, which is.. Ad. rate would act prejudicially on 
India’s export trade. The result was hot what people 
expected. Instead of exchange rising to Is, Ad. it 
fell at'one time as low as Is. O^h, So that what I 
put to youi s this: Is It quite right to say that the 
predictions as to the effect of a Is. 4d. rate on export 
trade have not been verified, when in point of fact 
the rate never reached 1*. Ad. at all ; the only time 
when the rate reached Is. Ad. was in the two last 
years referred to by Lord Balfour of Burleigh, when 
there was a very heavy redaction in Council Bills ?— 
I will put in the following table, showing the difference 
between the rates of exchange with India and the 
intrinsic, value of the rupee t— 


Year. 

Lowest Price 
, of Silver. 

Intrinsic Value - 
of the Rupee. 

Exchange 
Value of the 
Rupee. 


a. d. 

b. d. '■ 

• s ; <f. 

1893 

2 9 

o uf 

1 2A 

1894 

2 3 

0 10 

1 1 

1895 

2 3 

0 10 

1 11 

1896 

2 5 

0 10? 

. 1 2-i 

1897 

1 llj 

0 8| 

1 4* 


I take it, and I always did take it, that the objec¬ 
tions raised to the closing of the mints in India were 
that India would go off a silver basis and go on to a 
gold basis, and that her exports wouldi suffer in com¬ 
parison with the exports of China and countries like 
China which remain on a silver basis. I, say that 
despite the fall in the intrinsic value of the rupee to 
something like l()d.. and the maintenance of the gold 
value of the in pee at 1». Ad., the export trade of 
India ban not suffered, and I maintain that although 
we remain at Is. Ad., or in the neighbourhood of 
Is. Ad., the export trade of India will not be injured. 

239. Then, as regards the effect of a low rate on 
exports, it is not altogether, I think, a question whether 
it is good for the country, but it is a question whether 


it is neoeps^i^-tq.eoab^ the jjauntpy <&, g^-Jts^debt. 
India has g&tqjxejpit, .son* year 

for home charges, which tdie has to, 4o:^tfee^&i*lns 
of her exports of produce ov$r .hot, jraporte.^imd.,.-the 
question is, not whether a W-.WHiMmgft-Uiili tetfy dhr 
the benefit of the country, but. whether, it 
be necessary in order ;to indues thp exportS iftgijwd 
to pay that debt Jr—My opinipn •is;that the ergprtf of 
India will not be benefited in the aggregate by ar 
or declining exchange, and I would point tq the iflwt 
that India was able to pay her when.-Jthe 

exchange was 2s. ', 

240. But the debt was smaller then than it,in now? 
—That may be, but the country has developed very 
materially in the interval, and the population has y?ry 
materially increased. 

241. (Mr. Le Marchant.) Withregajt4tothe;4alh D g 
off of exports during the two years winch yon hsve 
marked as fapiine yea^s—Is it m the latter part bf the 
year that exports would in ordinary course -come 
Forward, so that there was time in the first of those 
years for the famine to affect exports ?—That is so. 
The principal export season is from October to 
April, and 1 think, if I may be permitted tor qaycjso, 
that 1896-97 and 1897-98 were also uofort4njri*ly 
plague years in Bombay, and I think thq trade--eff 
Bombay was very materially affected ; jn conBeqnepoc 
of tbe great exodus from Bombay and, £he great 
restrictions tliat were, put qpoq trade, 

242. Do thp imports coming forward, now. that the 
famine is over, sjiow » tendimVJ. tq. return to a high 
aggregate ?—They dq, ' 

243. From your’ knowledge;;as ja nqwh^r 0? h 
shipping firip, as well as from gen^^djr^pwjgt,, df£, you 
see indications that the demand for. flights, point th a 
full year?-—’That is so. 

244: d n d this although the' rupee is at Is, Ad, ?— 
Or overlri 4rf. ' ‘ ' *"'• V *. 

245. Showing, if I may draw an inference, that 
there are many causes beside exchange—for instance, 
high price' df Wheat and J gobd' seasonB—that bear on 
the subject.?—.Entirely. 

246. With regard to the question" whefher. u. low 
exchange benefits the country, may it be the case that 
while exchange is declining thc‘fe is a' sthpSjrJtf&jtmt 
that that force may conceivably lose i^elf a 
period, prices being adjusted, and whatever stimulus 
has been given dying out ?— 1 That is so. ' 

247. (Chairman.) The next objection is ‘fThkt.tkp 
“ Government roVenue ffrom railways anrleahajp Vquld 
“greatly decrease.” I suppose your answer'to'(halt is 
simply that it has not done so ?—That is so, and I put 
in the following table showing the returns from 
railways and canals duting the last 15 years*•" 


, Receipts feom Railways and Irrigation Works. 


Year. 

Railways. 

Irrigation. 

State Railways, 
Net Receipts. 

«r 

Guaranteed 
Railways, Net 
Traffic Receipts. 

Total. 

Net Receipt, , 
excluding , 
Interest on Delft. 

Interest on 
Debt. 

N*t Charge, 


Bx. 

Rx. 

Rx. 

. Rx. • 

' ' Rx. ; 

Rx. 1 '' 


1883-84 

4,378,643 

3,688,143 

8,066,786 

346,485. 

898,665 

547,2bO 


1884-85 

4,206,817 


7,684,617 

858,9 #5 

1 *8»,012 

573)017 


1885-86 

5,056,798 

8,724,075 

8,781,873 

249,378 

964,847 

715,668 


1888-87 


8,()47Vl 16 • 

9,256,254 

338,642 , 

992,591 



1887-88 

5,2f7,739 

3,t536,67b 

8,914,409 

■ Hi 

1,017,542' 



1888-89 

*7767,864 


9,418,672 

518,471 

1 1,040,717 

722,246 


1889-90 

f6,528,425 

3,168,09|I 

9,092,059 • 

89*.-0*4. 

I.OSO^SS 

: 061,929 


1890-91 

6,931,284 

3,501,274 

10,432,558 

- 511,882,; 

M8i,4at, 

*69,6*0. 


1891-92 

8,197,454 

3,493jll8 

11,6.90,572 

m>w 

1,109,678. 



1892-93 

7,869,939 

3,244,413 

11,114,852 

616,809 

1,138,S&6‘ 

‘.S* 


1893-94. 

8,615,182 


11,998,944 

599,400 

1,165,5*8', 

■ ifttirilfl 


.1894-95. 

9,861,124 

3,050,811 

12,411,435 

560,150 

•1,194,116 



1^95-96 


3,275,288 

12,793,101 

,546,061 

:J,3#3,409. 



189f-97 

IKISilSi 

2,634,164 

11,454,215 

1,158,109 

1^58,479 



. 1897^8 ‘ 
’tReViaed 

9,695,900 

2,160,000 

11,855,900 

1,737,000 



* 





. 

' ‘ 




■» . 


.. 

, 

~ .. .....Ul, 




■* Net receipt (famine year); 
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24S. (Sir Fiand^ 'M&witft:') Are the receipts taken 
on 1 {he same mileagebf railways’ StM 'canals,' or'hite 
IS® mileage hTOh'"l&r^isbd dtiring tSS'lttet few yedfs, 
and. if so, would iief that ' afPedt 'tlii Receipts ?-^Ttfe- 
mileage baSbeefi^fpfrSasedi'bfit'nbf t&'any material 
extent. Ttys i&e&ed lines have not feeWteaterially in¬ 
creased. Therels * Considerable' cohsfrrictioh going on. 

249. Bat. not sufficient to' affect'the 1 receipts in the 
last feWij^sirs?—No. ' "• 

250. '(Chairman.) The next objection' Was this: 
“ ThtiSrob h«lance : of tfade SvonlS gO' against India if 
“ the rupee were prevented; fr6m felling with silver ”? 
— S. WiW put ih hCrfe a table giving'figures for the last 
IB J £ea'?s, and these flgtSeS do not Show that the 
bwtancC has gone against'India. 

(The J'ollpwing table was banded in.) 

Excess of Exports over Imports of Private, 
Merchandise. 


1881-83 

1883-84 

1884*85 

1885- 88 

1886- 87 

1887- 88 

1888- 89 

1889- 90 


Bx. 

- 83,397,824 

- 35,417,405 

- .30,051,217 
32,016,304 

- 89,767,198 

- 28,086,649 

- 30,407,858 

- 36.836,741 


1890- 91 

1891- 92 

1892- 93 

1893- 94 

1894- 96 

1895- 96 
*1896-97 
*1897-98 


* Famine years. 


Bx, 

- 81,100,822 

- 41,448,553 

- 43,930,967 

- 32,490,683 

- 38,647,561 

- 44,946,745 

- 31,999,600 

- 28,145,700 


' *251 .":(Sir David -fiarbour,) These figures do not 
include gold and silver ? —No. 

' 252? If yon ihcJtfded.gold and bUvbt, there wotdtt'b* 
a considerably lower exbess of exports over imports ? 
—No doubt. 



' 253. I suppose you admirthat for the last two years 
India .has not met' h’eriiafii|j[t|fes ?'—-No, she has not! 

25 4. fchatriridn.) 1 suppose ’these figures are based 
upop.yajues;,,ypu have,not ,jgme/into quantities?— 
Values simply. 

255. That would .be subject tp...depreciation iu 
price*. ?—-Undoubtedly. 

256. Of. course, in dealing with combined totals o 
various commodities, you can only speak of values ?— 
That is so. 


257. (Mr. Holland.) You told us a short time 
ago that "tiie price of opium was now lower than it had 
been at any previous period, and you accounted for 
that unprecedentedly low price by the fact that it had 
to be sold in China. Would not the same cause be 
likely to produce the same effect with regard to other 
products?—Undoubtedly. 

258. The exports of cotton, for instance, to the 
Chinese markets would be prejudicially affected in the 
same way ?—No doubt. 


Adjourned. 


SECOND DAY. 


Tuesday, 24th May 1898. 


Present, * 


1'he RWjht Hon. Sir HENRY H 

The Lord Balfour of Burleigh. 

SI? John Muir, Bart. 

Sir Francis MoWatt, K.C.B. 

Sir David Barbour, K.C.S.I. 

Sir Charles Cbosthwaite, K.C.S.I. 


FOWLER, G.C.S.I., M.P., in the Chair. 

Sir Alfred Dent, K.C.M.GK 
Mr. Robert Campbell. 

Mr. Everabd Hambbo. 

Mr. W. H. Holland. 

Mr. F. C, Le Mabchant. 

Mr. Robert Chalmers, Secretary. 


Sir James L. Macrat, K.C.I.E., recalled and further examined. 

sent home to me about six months ago 


iJSfi; (Chairman.) We are on No. 6 of the objections 
tfot were raised to the closing of the mints. That 
objecthm was: “ That if the rupee were maintained in 
“ exchange above the. price of silver, illicit coining 
“ whuld become fife, and the country would be flooded 
*f with false rupees of proper weight and fineness, 
**. anS ;ihua the rupee would sink to silver level ” 
i^Tiw. what have you to say to that ?—There is' no 
eyidopce whatever that false coining has. increased in 
Indm, and there has not been one authentic case 
produced of a rupee .haying been coiiied, other than 
& 4be'government mints! of the same Weight and 
fljsenevfja* ^genuine coin, 

itiSO- Thai if negative; you say there is ho evidence 
of. .Jt; but *s, , 9 ^ tastier of fact, what is yoqr opinion 
it’ ?—I ,'jwde particular inquiry when I was 
out there the oihpr day, and I have not. heard of a 
single case of'.a TppflB <)f the same yyeig|it,and fineness 
as the real coin b*viog been seen,. I h*d one rupee 


Sir J, L. 
Mackat), 
K.C.I.E. 


- .-,- ar . I saw a 

report in a letter of my own firm in Calcutta, saying 
that a number of rupees of the ordinary weight 34Mayl8M* 
and fineness were being coined and put into circulation, 11 '■ 

I wrote out and asked them to send me home one. 

They sent me one^ftua^'and I handed it over to the 
India Office jyChiy "'sent it to the Government at 
Calcutta^ andCftiey got a repeffc) from the Master of 
the Mint tcWthe effect thafit Wax actually made in 
the Bombsty^dipt in I860, 

(Mr. Camp^dl.) I haye bad some, experience in 
regard to that ‘iuatter also. We ere constantly 
shipping coin from India, to Ceylon* ;flid y>n one or 
two occasions wejfaiye been told'that * tgrtain number 
cff coihs in each shipment were suppOatil to be false. 

On onc shiproent.'ol a lakh of ruafes, there were 
15 coins picked b»t which Were saiirto be false, abd 
they were sent to Calcutta; some of them were passed 
as all right, somfe of them were #$4 to be spii rjaua , 

bV 





uhh*k <mmm 


,.and gome they could note## -whether they were 
jww> spurious or no. , 

201 .' (Cdewman.) in your opinion, Sir 

ttatav ism. J" 1168 * there was nothing of any consequence ?— 
***** 7 _ Nothing of any consequence. 

262. Of course, therg is spurious coinage going on 
to ooMextent ?—Yes, there m a certain number of 
oeaivfc&fene eytry year, and there bare been from time 
imwesaWftft" '' 

(Mr, : Campbell .) The coins I spoke of were of 

fn Bhi^ dhdic value. 

St&l (Chairman.) Now we will pass to the next 
ppiyt which I think you have answered in reference 
to objection No. 2, namely, that it would create a 
vague feeling of discontent ?—There is nothing to 
show that the measure has raised a feeling of dis¬ 
content in the country. 

264. You are not aware of any facts?—No. 

266. Now we come to a more important objection. 
You say the opinion was entertained that it would 
give Government the power of coinage instead of 
letting coinage be automatically adjusted, and the 
Government might manipulate the currency for its 
own purposes. Will you just explain the meaning of 
that Objection ?-—In regard to that objection, I think 
Ihore must have been some misconception as to the 
scope and intention of the measure. Government can 
only, and will only, coin rupees when there is a 
legitimate demaud for them for currency purposes. 
They are obliged under the law to supply rupees in 
exchange for gold or sovereigns at the rate of 15 to 
the sovereign. They cannot, without being guilty of 
an act of dishonesty, coin rupees with the object, say, 


currency notes and put them into circulation without 
having a metallic reserve behind them, as required by 
the Paper Currency Act. 




your opinion would be that the Government would be 
acting not only dishonestly, but illegally, if they 
coined rupees except in exchange for gold?—That 
is so. 

207. That is, that the mints being closed, the 
Government, so far as coin is concerned, is precisely 
in the same position as a person bringing silver to the 
mint, they canaot have it coined except in exchange 
for gold ?—No. 

268. (Sir David Barbour.) I think the Govern¬ 
ment has the power at present to coin rupees if it 
likes ?—They have the power of coining rupees and 
issuing them to the public in return for gold. 

269. But the Government actually did coin rupees 
out of silver taken over from the banks ?—Yes. 

270. That power can be taken away by legislation 
if necessary ?—But if it was found that they were 
doiug that for the purpose of paying their debt, 
undoubtedly the power would be taken away. 

271. The Government of this country has power to 
coin shillings and half-crowns, but if they proceeded 
to coin shillings and half-crowns to an extent not 
required there would probably be a question raised in 
Parliament about it ?—Of course. 

272. And if the object of the Government of India 
is to establish a gold standard, the coining of rupees 
in that way would be the surest way of ruining their 
own scheme?—Exactly. 

273. (Mr. Hambro.) I sahoiA like to ask what 


is meant by “ legitimate demand.”^ I should have 
thought a legitimate demand would mean whou a 
man has goo a seqjirity and wants money the Govern¬ 
ment should bw obliged to advance lam money to 
enable him to carry on his trade?—I take it the 
Government 4re not obliged to advance money against 
naenrities. 

^(#74. But (there should be enough money for the 
of %»de ?—Is not that more to do with the 
S»pp*$?e# loanable capital than with currency ? 

275? I have always considered that there should be 
enough currency in the country for the purposes of 
trade. J’or instance, Jet me ask you this: Do you 
think that a test of redundancy is the maintenance ot 


the rupee at 1*. 4rfv? I want to k rid# what you mean 
by “ legitimate demand" ?—I say tbtt.if a person 
wants more currency from the Government he- can 
get it on demand by tendering his gold. 

276. In England'we use Cheques w&Sjhuqr* buy 
things. In India there is nothing but cum*(jy if y«nt 
wish to buy anything ?—There is a very laifg jMtive 
banking system throughout India. 

277. But surely all oyer the country poopl*;ijpj 
and sell by currency ?—No. In all small transactors 
they use either notes or rupee pieces, bnt there ifl* 
very large banking system. 

273. I have been informed that in 1896 the 
stringency was so great that the Government of India 
substituted securities for coin in their ; Treasury 
reserve and issued the rupees in order to relieve the 
stringency. Is that the fact ?—The Government, as I 
understand it, took two crores of rupees out of the 
currency reserve and put them into their cash 
balances. 

279. Was it not because there was snch a stringency 

of money that people, even on the security of gold, 
had been paying as high as 24 per cent, per annum 
for the loan currency of the country ?—That I 
attribute to the want of confidence-- 

280. Confidence in the gold standard ?—I attribute 

that to the want of confidence in the currency po&cy 
of the Government. ■. p' 

281. Then they wanted that which you say they 

had no confidence in ?—Instead of buying rupees at 
the rate of It. 4 d., they preferred to pledge their gold 
and get the loan of rupees, and that enabled them to 
put their gold back again when they had discharged 
their obligation. If they had put that gold into the 
mint they could not have got it again when exchange 
fell. ^ 

282. When in England currency is wanted-—I 


coin half-crowns and shillings enough for the purposes 
of trade ?—Only in exchange for gold, and that is 
precisely what is done in India. 

283. But India is not on a gold basis yet; it is still 
on a rupee basis, with a fixed exchange ?—I take it 
that India is not now on a silver standard. She has 
closed the mint to the free coinage of silver, and she 
will only give currency in exchange for gold.. 

284. But you cannot pay in sovereigns in India ?— 
You can discharge your obligations to the Govern¬ 
ment in sovereigns. 

285. But I mean amongst one another ?—.1 do not 

think a sovereign is yet a legal tender, but * anim 
would have no difficulty in discharging his obligations 
in gold. , 

286. Then you think the trade of India is not in 

any way affected by the fact of the rupee being scarce ? 
—I think the trade of India is very much handicapped 
owing to the want of loanable capital in the eouatry. 
There is an absence of capital by which people carry¬ 
ing on trade can obtain accommodation. • 

287. You mean the banks cannot lend money?— 
Several of the exchange bnnks have remitted their 
capital to thia country, and they have no capital of 
their own which they can lend to the public. A large 
number of those who bad capital in India have also, 
during the last 12 mouths, taken advantage of the 
1*. 4d. exchange to make their remittances home, and 
the country has been to a great extent denuded of 
capital 

288. Then you think there is no legitimate demand 
for trading purposes which the Government.ought to 
supply ?—.There has been a demand foc;l70,000/.— 
170,000/. in gold has been paid over to the mint, 
those rupees have been paid to the tenderers qt> 
gold. 

289. (Mr, Holland.) I understand that yoagjflH 
in your evidence that it was apprehended in tbaijhSkf’ 
1893 that Government might manipulate die currency ' 1 
for its own purposes, and yon maintain 
apprehension has no foundation in fact. 

not think it would be open to those j 
entertained that theory in 1893 to say,tbgffijSpHE 
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Government is manipulating the currency for its own 
purposes, those purposes being the establishing of a 
gold standard ?---No> I think not. , • y 

290. (Mr. Campbell.) As regards the Governmsnf 
power of cowan^ apart from their • eeipage for the 
public, I tak&ffthat the power of coinage ean only be 
used if gold jrere held in the Currency Department, 
and it became necessary to ooin silver, bought with a 
portion of 4h*t gold ?—That is so. 

291. jTwther, that if the Government were to coin 
silver .otherwise, they wqtdd hava to pay for it by 
increasing their Council drawings ?—Yes. 

292t Thereby tending to defeat their object by 
keeping the exchange below It. 4 d. ?—Yes. 

, ,293. (Mr, Le Mar chant.) May I ask you this with 
regard to “ legitimate demand.” 1 take it that in this 
eouutry the Government has no power to issue 
carrency of a full legal tender description against 
security unless the Bank Act is suspended ?—So I 
take it. 

294. They might, as I understand, issue token 
coinage against mid ?—Yes. 

(Chairman.) Perhaps it would be well here to get 
upon our notes this letter from Sir C. W. Fremantle, 
which is given on page 236 of tile Herschell Com¬ 
mittee’s Report. This is an extract from a letter 
from Sir Charles Fremantle to Sir Thomas Farrer s— 
“ Royal Mint, 27th March, 1893.—Although I am not 
“ able to refer to any specific regulations which deny 
<* to the Bnnk of England the right of obtaining silver 
“ ooin fior gold, and the Act of 1816 and the present 
44 Coinage Act are T silent on the point, 1 have no 


“ hesitation in saying that the Bank has no such right. 
44 Some 40 years ago the Mint would only issue silver 
“ coin to the Bank under the express direction of the 
“ Treasury, a fact which indioates that the Bank 
“ could not as a matter of course obtain it on demand; 
“ indeed, our records mention cases in which the 
44 application of the Bank was refused. It would 

pbviodsiy be against the public interest to allow to 
“ anyone the right,to obtain any amount of token 
44 coins, as a super-abundance of token ooinage would 
“ lead to much inconvenience, and possibly to its 
“ depreciation. To guard against an over issue the 
“ Government has an arrangement with the Bank of 
“ England, the Bank of Ireland, the Scotch Banks, 
“ and Colonial Governments, under which token 
“ coins are issued through these bodies, who are in a 
“ position of responsibility, and who can best judge 
“ what amount of coin is actually required for circu- 
“ lation.” 

298. (&ir David Barbour) I understand from that 
that . the issue of token coins in this country is 
absolutely at the discretion of the Government ?—It 
is at the discretion of the Government, although it is 
by arrangement with the Bank. 

(Chairman.) I think so; it is the Government 
acting through the Treasury. 

296. (Mr. Le Mar chant.) Now, with regard to 
this remark about issuing against legitimate demands; 
though the phrase token coinage is used, in the case of 
India the token is legal tender to any amount, and 
here, as I understand it, only to 40r. in the case of 
silver. Is that so ?—That is so. 

297. Am I right in taking your sentence as mean¬ 
ing that there is no power in India for issuing full 
legal tender except against the payment of gold ?— 
That is so. 

(Sir David Barbour) Surely the Govern - 
can coin rupees to any extent they like at 
; ?—But they will not give them out to the 


fWt the Government can coin silver which it 
tpjkes over from the banks, and even when old rupees 
fernne in fijg ^Government can re-cob them ?—Of 
course. 

300. (Chairman.) That was provided for; the 
silver that the $uks were actually transmitting, they 
were bound to cob ?—There was no exception b the 
Act, but the Government did it. If yrps done by 
executive order. 



301. My impression is that the Goyermpgpt of 
India are now bound, whenever a man prese)|jjL,$Q 
thorn one sovereign, to give him 18 rupees ?—They 
mu* 

302. And they are entitled to cob J5 rupees, ts 

‘that extent?-—They.tJto. i; • 

(Sir David Barbtmr)t!Bat the Government can 
revoke that at any time. ’THwr are- not bound by the 
Act to do that. That is the deference between India 
and Baglandi 

303. (Mr. Le Marchant) Would*yen think that it 
is as much contrary to the -spiritv'cfi'the existing 
currency provisions b India that * hrdsh currency 
should be issued exoept against gold, as it is contrary 
to existing law or powers in England ?—I should 
think so. 

304. (Lord Balfour of Burleigh.) On tbe last 
point on which there was some discussion, it is the 
fact, is it not, that under whatever power it was done, 
tiie Indian Government did accept for coinage stiver 
to the value of about 2 croree ?—Yes, they did that .by 
executive order. 

305. (Sir J. Muir) I should like to read to you 
an extract from a letter I have ffam Mr. Symons, 
formerly Chairman of the Bombay Chamber of Com¬ 
merce, and a Director of the Bank ofBorpbay. He 
says, “ when I left Bombay on 23rd April, the Bank 
“ rate was 13 per cent., the same as it had been for 
44 some time past. This rate, however, was nominal 
“ to a great extent, for the Bank of Bombay was 
“ obliged to refuse loans at as high as 18 percent., 
“ CVen on the security of Government paper. Iunder- 
“ stand the position was equally acute in Calcntta. 
“ NatiVes are long-suffering—but one* they begin to 
41 understand that they are being : c^hwraaKd aod 
“ ruined by the action of Governments keeping 1 up 
“ exchange, there is no knowing to what extent the 
44 discontent may sprpad.” Does that agree with your 
view ?—There is, undoubtedly, a stringency in the 
money market, and if a man has entered into obligations 
which he has not provided for beforehand, he is put 
to very serious inconvenience. It is entirely a matter 
qf prudence. 

306. But will there not be a reasonable complaint 
among the natives that they cannot get qaeh* pv<m at 
10 per cent., because the banks have not 'adf'she 
money ?—Then I should say that they should sen their 
securities. It is, no doubt, a matter of discontent to 
those who have to sell them, but it is a matter of con¬ 
gratulation to those who have to buy, so that it is as 
broad as it is long. 

307. But you agree that it is a matter of oqraplaint 
and discontent ?—-I have seen no great evidence of it. 
No doubt there are men who have entered into business 
engagements which they have not provided the capital 
to finance,' but I do not see that the Government can 
be blamed for that. 

308. (Mr, Hambro.) In England, the Government 

have broken the Bank Act and enabled the public to 
get money on . security when money was tight* In 
India, the Government will not do anything of * that 
kind ?—I think the Indian Government has never, so 
far, taken upon itself the financing <4 the trade of 
India. I take it the advances that these people in 
Bombay want are not so much upon securities as upon 
bales ef goods. . « 

309. Rupee paper ?*—i fancy it does not apply to 
rupee paper.-Jthey have beej^speoulating in rupee 
paper, and itjpfe gone against wfctB. 

310. {Sir m. Muir.) The complaint was that 

had the paper? but could not get silver ?—To whom 
did they apply? 

311. To the bank at Bombay ?—Tb§j| the bank at 
Bombay has laid out #U its capital ari&Mto no more to 
lend. 

312. (Mr. Hambro.) The point ialhat the Govern¬ 
ment does not come to the assistance* trade ih India, 
as it does in England ?—No j fiO years ago they m 
in the habit of leaving the whJwrflf' their stajgljb 
balaWtoS with the presidency bank's 1 . ’ 

B « 
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3i3. (Ghairmtin.) Npw^.* <lfe''next' objection' -jfaa 
“■That Indian toanufiaWfffe^'ffoJild^snfferj'and’Bombay 
K milferwdijld Berui368j” 5 WaS that dn^objectroii that 
was entertained by the_ Indian manufacturers them¬ 
selves, -and^lsy the 1 dwners of the ’Bombay ‘mills ?— 
Yes, a good many of the Bombay manufacturers Were 
trader that: inuprassioid at that. time. 

■ 8141 I>i4 they mate any protest to the Government 
habed nponithat?«-A good many of them did. 

315. What is your answer to that objection ?—I do 
3f>$$ii<i:4fcfl&the miils^ifl CWcUtta and Bombay have 
so badly in the:.last few years, I rather think 
%Jb«he Chairman of the Cotton Mills Association , of 


Bombay, is in farou? of the mints bding cjosCd, and 
having a gdld %iffnd ;; ^ r : j34spSai!}ih posing 

of the mints, the CelcUt'tiyijtd piills'ha^ '-&$£&&&the 
number of looms by ! »3bout 50 per cent, in.ths^astfour 
years. In' 1892-98 there were, according toAl&'offl&Al 
returns, p jute' mills at work, with 8,9?i5 Minted 
181,172 spindles, Whereas in 1895-96 thbte^jii&re 
29 mills' with 10,579 looms'' and''216,139 . 
and in 1896-97, 32 mili8j;wlth f2,784 lonnisc and 
258,154 6pindles. I put ih a tabld showing the exports 
of raw and manufactured jute from India from 1887-88 
till 1896-97 :— 


Exports of Jute from India. 



f 

j Raw Jute. 

1 

Manufactures of . Jute. 


Value.of 

— 

Quantity. 

Value. 

Gunny Bag«. 

imjny Cloths. ‘ 

Other 

Manufactures 
_S>t Jute. 

'Eptal v 
Exports Of 
Jute, BaW 

and Manu¬ 
factured. 

. 



Nuinber. 

Value. 

Yards. 

Value. 

Value. 

1887-88 - 

Cwt. , 
9,643,484 

Rx. 

6,040,379 

74,857,620 

Ex. 

1,624,905 

■ ' - 

13,888,912 

Ex. 

115,996 

Bx. 

5,459 

-Bau 

7,7^,739 

10,468,532 

11,4^1,103 

1888-89 

10,553,143 

7,897,154 

99,790,587 

2,400,766 

15,160,592 

159,389 

11,323 

1889-90 - 

10,955,904 

. 8,6*9,861 

97,415,895 

2,366,135 

37,144,007 

394,268 

30,839 

1890-91 

1J,986,?67 

7,609,010 

98,749,416 

2,180,022 

29,854,029 

282,801 

316,816 

19,139 

I0j083 972 

1891.-02 - 

W&>9 ■' 

8,532,430 

6,848^94 

7,644,823 

106,250,512 

2,195,238 

37,289,300 

4,046 

9,361,534 

Kj,537,512* 

163,974,986 

2,853,310 

40,060,110 

378*574 

6,110 

11,18^,217 

- 

J 8,690,133 

8;324,130 

131,266,827 

2,870,624 

60,670,094 

563,018 

8,144 

11^865,916 

14.785,8,11 

r5>64^3o7 

-161)581989 

1894*195 ^ 

•12,976,791 ■ 

10,575,977-■ 

143,444,820 

3,199,806 

103,116,727 

985,032 

25,996 

1895-96 - 

12,266,781. 

9,992,861 

.168,247,453 

3,543,011 

114,180,788 

1,116,767 

87,666 

1896-97 - 

11,464,356 

10.550,577 

165,945,531 

3,518,780 

169,410,010 

1,660,857 

64,793 

1897-98 - 

15,023,325 

10,129,998 

197,619,914 

3,716,546 

a cc arnjnvAw 

WWwMfy 

242,814,251 

2,140,753 

72,698 


316. Has there been any increase in the export of 318. Will yon tell us generally whether the cotton 

cotton goods ?—The export of cotton twist and yarn trade in India has been prosperous, or the reverse 

from India has increased materially. In 1891-92, since,the closing of, the mints ?—I cannot say whether 

that was before the mints were closed, it was it has been more prosperous or less. 

Rx. 5,771,033 j in 1897-98 it’was Rx. 6,955,482. 319, It has not been ruined ?—It luis ( pot been 

' ruined ; it hag been increased. 

317. Have you ^anything to tell us of your own 320. No mill von know of has been shut?—I have 

knowledge with reference to the amount of yarn spun known no mill to be shut. By the mail yesterday I 

in India, and used in India—woven in India?—No, I got a statement which I should like to read to the 
cannot speak to that. ' Committee :— 


Results op Cotton Mills for the Year 1897 . 


'Ifcvmecf 



OfiljbQtUrW. 

Loft ns and 
I)ebts. 

Reserves. 

' 

Block. , 





Bengal - 

A. Yule A Go. 

• £200,400 

• ^ '' 

£24,000 

£7,366 

£188,42<J 

Bowreah 

Kettlewell, B.. A Co, 

Ha. .,800,000 

Re. 700,000 

Rs. 700,000 

— 

Ra.2,372,048 

Punhar 

Kilburn & Co. j - 

„ ’1,400,000 

„ 1,700,000 

„ 258,000 

Rs. 133,080 

„ 2,300,141 

Empress - 

D. B. Ketha A Cp. v 

„ 875,000 

, - < 

„ 98,978' 

„ ’50,000 

„ 732,235' 

Gdosery 

Kobimon, ftL, & Co; 

„ 1,500,000 

900,000 

„ 152,062 

65,000- 

» 2,230,970 

Garden Reach 

M. 31. & Co. - - 

£87,000 

£20,000 

- 

— 

£75,000 

New Ring 

Kettleweil, B., A Co. 

Rs. 600,000 

Rs. 300,000 

— 

— 

Hs. 768,047 


Spindles. 


64,540 M. 
39,000 R. 
49,000 M. 
19,936 R. 
89.624M. 
30,008 R, 
33,612 M. 

- R. 
40,074 M. 
20,000 R. 
32,361 M. 

20,000 R. 


Looms. 


•Profits. 



i Year. 

1, . .; 

| Per 1.000 
Swindles, 

-f- 

£2S.*491#,S<f.| 

: 497 

w- ' - ! 

Rs:307*®.iJ 

m- 

- ■■ 

„4X71451 ’ 

8to 

— , 

62.726 . 

157 

— 

„ 260,157 

531 


.. 150,748 

486 


New mill 


Cawnpoke Mills. 




Be. 

Rs. 

Rs. 

Rs. 

Rs. f 




Cawapore 

.J. Harwood— 

. 1^,000 

150,000 

.446,000 , 


.L75LM7:: 

66^48 

200. 

1 ' 288,810 ' 

Muir - 

S. St. Jbhcston ■ - 

1^500 ,000 

' 400,000 

‘ 85,150 

• 27*,000 ' 

1,751,963' 

47,292 

1,220' 

306,137' • 

Victoria - 

Atherton, Wert 

1,200,000 ; 

- 

874,000 

170,000 

3,952,797 

, 6U0O 

^7 

27A022 

;S«W: T' . • 

-W. WU*on • . • 

i __i 

700(fOO 


333,994 

195,000 , 

240,047 . 

22,808 

[ 

!• W,000 . 

c 


sis 
: 8 jfr 

r r.U.. 


'■vr**;/ xu yuui ^imuu iuai were yipseq.,ia.snyer, ana the. punts, of. » .•* 

tt» jlcJ^g of fheiijints has .not exorc«ed,a prejudicial other countries'were closed 'tp diver, iha poMafitj 
effect..upon the cotton industry?—I'hut , : is my . im- of eiiWpy off .jwryjmatorialljl ’ 

pression.Vi,,. « . _ _ . . ___ an additional quantity of silver thrown onihttT * 

322. [Afepavid Barbovr .>)■ \Vben the Indian mints was there not ?—Thejre was.' ' " 
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323. And countries, such as China, even if they ‘ 
Aaye no mint, but have a sort of silver standard, would 
have to absorb that silver, of course ?—No doubt. 

324. And tfiese countries, having to absorb more 
silver,, would Have to export something to pay for it ? 

—ThatisLSO. 

325. So that, though it cannot be said that, there is 
any real stimulus given by what you might call a sort 
of supernatural effeet of exchange* there might be 
some stimulus to exports due to the necessity of having 
to pay for more silver r—Yes. 

326. China might, or might not, benefit according 
to circumstances; she might get cheaper silver, if that 
was a gain ?—Exactly. 

327. {Mr. Holland.) J)o I understand you to deny 
that thC spinner is put at a disadvantage by the'rise in 
the rupee ?—I do not think the Indian spinner, is dis¬ 
advantaged by the rupee being at Is. Ad. 

328. You will admit that the labour is less well 
paid if it is paid in silver at market price than if it is 
paid in silver at an artificial token price; in other 
words, the remuneration for labour is less in China 
and'Japan, relatively, than it is in India 1 ?-*-Practically, 
the wages in India were fixed some 30,pr 40 years ago 
at ah exchange of about 2s. .Thai wages have altered 
very little, and the employ^ has stood the depreciation 
from 2s. to Is. Ad. ( If depreciation went on from 
Is. Ad. to lOd. or 8 «f., he might stand it, or he might 
not.' IFhe did stand it, there is no doubt, that Indian 
mills,yrpuld, tp that extent, save in labour; but it is a 
q^esiion,to my mind, whether they would get the 
saififi price for, their output, and I do not know that 
they would make any more money, or that , their 
profits would be any bigger on the lOd. rupee than on 
the Is. Ad. rupee. I think they would not. , t 

329. ( Chairman.) You do. not think that ,these 
profits are attributable ito a gain in the lowering.of 
wages ?r— I think not. 

330. (Mr. Holland.) You will admit that, if wages 
in China have not been altered nominally in the mean¬ 
time, yet there has been practically a reduction in 
those wages if silver has decreased in value ?— 
Undoubtedly. 

331. And to that extent you will admit that Bombay 
is at a disadvantage over China ?—Undoubtedly. On 
the other hand the Chinaman, the man who builds his 
mill in China, has got to give far more dollars for 
his’inachinery than be had to give when the dollar was 
worth 4s.; and therefore he starts.with a higher 
capital. 

332. You told us just now that there had been no 
stoppage of Bombay mills; but I think many of them 
a; year or so ago were shut down because of the 
pkigue ?—Oh yes, that is so. 

■333. If I might refer to the tables that have been 
put in, the tables of cotton twist and yarn, and the 
exports of raw cotton, the raw cotton shipments you 
will admit have increased out of all proportion to the 
shipments of Indian twist and yarn ?—The faw cotton 
shipments have increased much more. I think that 
practically now very little raw cotton comes to 
Europe- It nearly all finds its way to the Far East. 

334. (Chairman.) Have the exports to Germany 
gone down ?—The exports to the whole of Europe. 
There: has been a better market found in the Far 
East; but in spite of that, the export of Indian yarn 
.has, gone an increasing. 

335. (Mr. Holland.) But do you not think that 

the fact of greatly increased exports of raw cotton is 
-of itself a reasonable source of alarm to the Indian 
spinner, because it displaces the production of. the 
Indian mills ?—I think that Mr. O’Conor, when he 
comes, wiU be a ble to tell you better than I can; -but 
I rather think that the cotton that has gone to India 
has displojecLto a considerable extent American cotton 
in the Far East ^ it has cut it out. _ 

336. 1 thin& jjt is reasonable to assume that it will 
displace a certs^p proportion of Indian span yarn, and 
to that extent it wall be a source; of alttne tothe Indian 
spinner P-^-But I take ttihat this cotton, ior a portion 
of it, had displaced American cotton in the Far East. 


337. I think you will find very little Indjanfiotton 
has gone to Ohxn^ilXts displacement by American 
cotton is on the ground that American cotton, istofa 
better grain than .Ihe cparser Indian cotton for the 
kind of goods they wfcnfc?~-It is quite "possible that, 
seeing that India is knocking out Chiim/.entirely in 
the growing of tea, the Chinese mast<ld epmething, 
and they may be turning their attention to cotton 
spinning, The tea growers of India and, Ceylon are 
depriving them of their market for tea, and they have 
to do something, 

338. {Mr. Hambro.) I understand you to say that 
the India cotton mills have not been hurt as against 
the China mills, and I understand you think that they 
would not be hurt as long as the rupee was only at 
Is. Ad. I should like to know what reason you have 
for fixing If. Ad., or Is. 3 d., or anythicg else ; why do 
you .my that Is, Ad. will not affect an Indian mill 
against a unit of lOrf. in China. Do you mean' that if 
the unit of lOd. should fall to 8d., then the Is.' Ad. 
rupee would hurt India, 1 or do you mean thkt Is. Ad- 
would never hurt India?—-I think so. W]e started 
with 2s. and did it, and nothing was done to arrest, the 
decline until we came to Is. Ad. If we get a gold 
standard on the basis of Is. Ad., we still have an 
advantage of 8 <2. In the way of wages, and I’therefore 
think-that Is. Ad. is a very, fair rate on which -to-base 
our gold standard, 

339. Then yon said that the Chinese manufacturers 
would not benefit to the full-extent because they would 
have to pay for tile goods they imported more dollars 
if silver fell, but'in the levent of new capital going to 
China to establish mills, exactly the opposite would 
result ?—But the money has to go’to China. 

340. Not : if the money is= sent Out from England ? 
—But the revenue has to come but, 

341. I quite agree with you about revenue, but as 
to capital going out ft—I am taking the Chinaman- -who 
has his capital in dollars, and who has to send home 
his dollars to buy machinery; so that it cuts both 
ways, if 

342. (Chairman.) Is it known whether, as a fact, 

wages in China have been affected by the fall in the 
dollar ?—I cannot say. . 

343. Now, as to objection No. 10, just to exhaust 
the yarn part' of it. The objection was, “ That Indian 
“ yarn would cease to be exported to Ghina altogether, 
“ and the rice trade from Burma would he handi- 
“ capped as compared with that from Cochin China 
“ .and Siam.” What have you to say to that ?—I ear 
only say that it does not seem to have been so. We 
have gone on steadily increasing up to 1895-95 in .our 
exports of rice. 1896-97 was a famine year, and 
there was, of course, a falling off then, but Imlia con- 
sumed a large quantity of Burmese rice. I put in the 
following table :-r 

Expobts of Cotton Twist find Yarn and Bice. 


Sir J. X. 
Mack**, 

t.cjA 

84 Kh 1891. 


1882-83 - 
1883rS4 - 

1884-^5 - 
1885^-86 ■ 

1886- 87 - 

1887- 88 1 • 

1888- 89 - 

1889- 90 ■ 

1890- 91 - 

1891- 93 

1893- 93 - 
1898-94 

1894- 95 - 

1895- 98 ’ 

1896- 97 l 

1897- 98 1 


Exports of 
Cotton Twist 
: and Yam. 


Rx. 

1,816,819 
1,986,162 
3,441,101 
2,755,352 
,^A86,861 
• 4,877,387 
5,3075100 
5,748,732 
6,543,364 
5,771,0831 
4,773,48M 
Wiisa 

{,673,0*4 

6,730^ 


Exports of 
Bice, 


Bx. 

8.476.827 
8,8(19,080 
7,198,197 
9,247,126 

8.836.827 
9,291,687 
7,915,408 

10,110,482 

12,877,740 

13,985,970 

12,406,719 

10,384,739 

13,806,611 

13,537,047 

11,947,188* 

11,705,8*2* 


•mine! yearsj: huge gusxtityofi rtje sWbped from BhUhtt 








344. ThenthfcHth dk^Boa was “ That Indian" 
“ raw cotton would ' be handicapped by American 
“ cottoh,and would probably cease to go to China 
“ altogether.” I understand you to say that American 
cotton has been the sufferer, and not the Indian raw 
cotton ?—Apparently the Indian Cotton has not been 
handicapped by American cotton. 

345. Thatis, of course, a pure question of statistics ? 
—Quite so, and I think the following'figures answer 
this Objection. 

Exports of Raw Cotton to China (Hong Kong and 
Treaty Ports) and Japan. 


To China. 

To Japan. 

Total. 

Rx. 

Bx. 

Bx. 

951,669 

— 

951,669 

745,654 

— 

745,654 

585,184 

— 

585,184 

534,144 

— 

534,144 

321,212 

235 

321,447 

512,649 

361 

513,010 

869,306 

1,072 

370,378 

349,376 

186,431 

535,807 

319,783 

216,806 

536,589 

266,051 

997,082 

1,263,133 

126,880 

1,256,755 

1,383,635 

9,713 

1,093,886 

1,103,599 

68,113 

1,277,769 

1,345,882- 

149,692 

2,442,435 

2,592,127 

893,842 

3,760,332 

4,154,174 

353061 

3,256,206 

3,610,067 


1882- 83 

1883- 84 

1884- 85 

1885 - 106 
,1886-87 
1887-88 
i&8&Mr 

1889- 90 

1890- 91 

1891- 92 

1892- 93 

1893- 94 

1894- 95 

1895- 96 

1896- 07 


346. ( Lord Balfour of Burleigh.) The question of 
whether the alteration of exchange would or would 
not have the effect of handicapping American cotton 
is not probably the only factor in the cotton trade ?— 
No, of course there are other factors. 


847. It would depend at least as largely upon 
whether there was a good cWp in this or that, country ? 
—It would. . 

348. And in making up this table of “ Sjmprb? a f 
“ raw cotton to China (Hong Kong and Treaty ports) 
“ and Japan,” have you taken into account, rH 
what the value of the cotton crop in other qqttop- 
producing countries was in those years ?—No. Tun 
not aware that there was anything abnormal in the 
cotton crop in America in any of thos^ years. I have 
merely put the figures forward to show that India has 
gone on importing. 

349. All it proves is the fact that this increased 
quantity of cotton has, from some cause or other, gone 
to China and Japan ?—In spite of the closing of the 

350. All that the table tells us is the fact that it 
has done so ?—Yes, and it shows this. Some people 
were afraid that the closing of the mints would give 
an. advantage to other countries over India; they 
were afraid that it would choke off the trade in cotton 
from India and the Par East. These figures show 
that the trade has not been injured. 

{Chairman.) Perhaps Mr. Holland can tell us 
something about the American cotton crop. 

{Mr. Holland.) There never was so good & cotton 
crop in America as there was in the last year—payer 
so large in amount, and, I should think, rarely ever so 
large in value. 

351. {Chairman) Now, Sir James, we come to the 
internal trade of the country. Objection No. 12 was 
that the closing of the mints “ would interfere with 
the internal trade of the country.” Your evidence on 
this point seems to be a repetition of what wp have 
already had?—Exactly. The railway returns already 
given and the returns of the coasting trade of Intba 
which I now put in answer this objection. {Witness 
put in the following table.) 


Coasting Trade of India, exclusive of Government Stores and Government Treasure. 


1882-83 

1889-84 ' ' 

1884- 85 - 

1885- 86 

1886- 87 

1887- 88 

1888- 89 - 

1889- 90 

1890- 91 - 

1891- 92 

1892- 93 - 

1893- 94 - 

1894- 95 - 

1895- 96 

1896- 97 - 

1897- 98 


Imports. 


Exports. 

Merchandise. 

Treasure. 

Total. 

Merchandise. 

Treasure. 

Total. 

Bx. 

Bx. 

Rx. 

Bx. 

Bx. 

Ex. 

25,419,832 

4,066,557 

29,486,389 

24,524,241 

3,316,125 

27040,366 

28,076,869 

3,494,608 

31,571,477 

26,197,548 

3,692,606 

29,890,154 

27,464,753 

2,462,400 

29,927,153 

25,740,389 

2,734,013 

28,474,402 

26,310,713 

3,092,082 

29,402,795 

25,150,596 

3,044095 

28,195,491 

26,771,036 

2,382,142 

29,153,178 

25,148,078 

1064,107 

27,012,185 

29,149,044 

1,793,055 

30,942,099 

27,866,031 

1,930,504 

29,796,535 

28,611,912 

2,004,581 

30,616,493 

27,712,395 

1037,182 

29,549,577 

28,663,207 

1,728,624 

30,386,831 

27,172,684 

1,651,528 

28024,212 

32,078,267 

2,287,993 

34,366,260 

28,983,542 

2,236,590 

31,220,132 

32,003,085 

2,867,122 

34,870,207 

30,298,005 

2,727,792 

33,025,797 

81,881,163 

1,754,895 

83,636,058 

30,380,975 

2,080,176 

32,461,151 

35,114,085 

1,228,447 

36,342,532 

30,501,095 

1,602,580 

32,103,675 

33,572,102 

2,063,319 

35,635,421 

32,568067 

2,113,256 

84,681,623 

37,448,152 

1,289,456 

38,737,608 

34,079,544 

1,787,685 

35,867,229 

32,674,885 

1,725,788 

34,400,673 

31,903,657 

1096,640 

33000,297 

35,401,184 

1,992,796 

37,393,980 

36,264,304 

2,214,259 

38,478,563 


Total Trade. 


Bx. 

57,326,755 

61,461,631 

58,401,555 

57,598,286 

56,165,863 

60,738,634 

60,166,070 

59011,043 

65,586,892 

67,886,004 

66,097,309 

6804«$97 

70,317,044 

74,604,837 

68,200,970 

75,872,543 


By the merest accident I got some figures last night from India which I should like to read to the Committee. 
The figures are confined to the coasting trade- 

352. Is what you are going to give us exclusive of Government stores and Government treasure ?—Yes but 
the figures are all taken ifrom Government sources. {Witness read the following table.) ’: 

Statistics for 1897. No. 200 contains the following statement giving the figures for 1897, and comparin'* 
i them with thefefigures given for the previous ten years:__ * ° 


Animals Ton Cargo 
carried. carried. 


391,377 

426,079 

457,106 

460,801 

582,613 

618,075 


1,022,768 

1,201,909 

1,388,184 

1.407.980 
1,539,896 

1.356.980 



Tears. 

Miles run. 

Passengers 

carried. 

1893 - 

1894 

1895 - 

1896 

1897 - - 

2,228,689 

2,500099 

2,780,374 

2,74S,4te 

2,874,968' 

, 574,511 
564004 
618,171 
675025 
664,814 



























itimvTiB of tvwhkx. 


W 


How figures shew, that, despite the 1/. 4 d, rupee, 
&lr business hasnpt suffered. . . 

>■ |53. I suppose the famine has materially helped P— 
The famine hat helped and the.cttal. trade has materi¬ 
ally helped, number of native passengers has 

gone up mri^iaSly. In 1887 we carried 391,877 
passengarA'and in 1897 we carrieid 064,814, so that 
we hawHttMticeUy doubled. 

Too hare increased your freight also?—We 
hare ftttthaeed oat' fteighis, The coasting trade of 
In& has gone On ' in creasing and improving very 
> nbdjritQly, so that, as flur as I can see, there has been 
bo interruption tQ the internal trade of Iiidia. 

’ ’Sflfi. Sinoe ft* cfadng of the mints ?—Since the 
'’(taring of the mints, or in consequence of the dosing 
of the mints. , 

S50. (Sir John Muir,) I suppose the 1*. 4<f. rate, 
as against the 1#. Id. rate, is materially ia.the interests 
of your Ann, pn account of the remittance that you 
have to send home?—-Just in the same way m with 
f^gard to everything else. The whole of our wages 
Mrs paid in rupees. If rupees go dowp and wages, do 
hdf go Up, itlt to our advantage, dearly. 

857. Hare you any especial advantage on the other 
side as compared with a tea eompany, for instance ■ 
—I am not aware of it. Our profits come on the 
other side; it is pnlj the profit margin that comae 
Home. 

358. You might have a certain sum to put down 
Son, but that comes on the other side ?— 



373, Would that be a high mfe up 1 

it has often been £Q and 30 per, Mpt., or 
Ifijp that. dpid me that ft, had 'heap; 1 

ce»t. before the pngw #«e closed. 

374. I thiidt yop- mH^that theio was a system •ST 
credit in the interiordoubt that is so. 

87 6. Can you tell oy^ yrhetber, the Qorerpftneat 
revenue—the land reveim©—i#. ever paid other wise 
than in hetd-cash ?—No,'t Uihfinnqt. 

876. Gan you tell me whouv thq revenue is 
collected all over India at aboutsame time, within 
a week Or-two/er .a month attha ■aitiwilt v ?-—1 believe 
it is within tm> m three months., 

877. Then, what becomes of the rupee* when they 
are collected by the Government ?»—Ther find their 
way into the reserve treasuries. 

878. And under the orders of theGovernment. *W 
are tent where they are wanted ?—That is so. 

87$. So that, periodically, a great deal of eoip is 
taken out of circulation in India ?—-No doubt. 

380. Therefore, if there was any difficulty-in j 
aetnal coin, would it not'press very heavily 1 ##’ , 
people who had to pay the land revenue fn 

mean that they might be obliged to take leu* for their 
crops than they would > if rnp«*s Were plentiful ?-*-J 
should say it is the case everywhere. 

381. But you do not know whether that IqteAtera 

the case or not ?—I do not know. ''■'■ 'Tc* 

. 882. Do you know whether any inquiry has 'hie* 
directed by the Government to find that out ?—I do 
not know. 

888. There 1* nothing in the Government of India’s 




tances for profit purposes. 

360. Then the money which comes to opable you 
to gq on jpapafigg yoqr fleet, as you have told 
ue——- ?—and profit come from India in 
ateriiag MmOtteCes, but .depreciation and profit are a 
ewyepnall Hem in our revenue as compared with our 
dfafourremeuta. 

8Q1. (Sir David Barbour.) The EngGsh pound 
sterling is worth 20*. ?—Yes. 

302. The rupee used to be worth 2#. and is now 
worth It. 4d.; but the English pound sterling is worth 
20#. still ?—Yes. 

363. And the rupee is now worth only 1«. ! 4d. ?— 
Yes. 

304. Now, if, notwithstanding the fall of one-third 
in the value of the rupee, the IntUHyprodueer is 
likely to be ruined because he candHjxim a further 
fsU,*wbst must Urn condition be in^Mgknd, where 
■-there baa been do- reduction at all, and the pound is 
a fl fffrdith 20». ?~I quite agree with^you. 
r *385: If India is badly off with tho rupee 
England must be worse off with J the 
standing at 20#. ?—-Undoubtedly. 

306. Then, as regards profits made in India, profits 
arising from the practical, although not the nominal, 
reduction of wages, I suppose the man who works in 
a mill has to be considered as well as the owner of the 
capital invested in the mill?—He ought to be. 

■‘•307. -And an the general question you would say 
that Iodj* produces and exports produce in order to 
pay for her railways and her imports, and generally 
to pay her debts abroad } —Yes. 

388- And I imagine that, whatever inconvenience 
*ty iteration in the rate of exchange would cause, 
she wifi go on doing so ?—I hope 30. 

369. And, if so, she must continue to produce 
Srlioleg of export ?—Yes. 

-■JR#, . (Sir C. Crotthwaite.) Can you tell me whether 
this itijggency that has been felt in the Presidency 
tewn^im abo been felt up in the interior ?—-I Imagine 
ft hks^iprchably more so. 

3717*I>0' you think that the great disbursements 
that ffee Government made on account of the fatp|pe 
may have prevented that being felt, to same extent, in 
the-Witerior ?—I really cannot say. , 

372. What ia the rate of interest idrthe Preside nay 
towns, as far as yen know ?—13 per <teh*. 

1 Y J759. 





884. (Mr. Holland) Yon wiJIj 
the true measure of disadvMttagfj 
by the high rupee in comparted* with VIpmi 
in fta.Pir .East, is really the measure "at.& 
between the intrinsic value and the- token t 
silver; it is not a question of whether 1#. 4d.is a 
disadvantageoua rate, but it is a question of the 
difference between the intrinsio value and the token 
value of the rupee P—I do not quite follow your 
question. 

385. The table you gave showing the difference 
between the rates of exchange with L\<te •&$ 
intrinsic value of the rupee, shows that “^dwplty ;i* 
constantly increasing in the*# dWwjrwrt JWW 
It increased up to 1897, and since than the Uttrinse 
value of the rupee has rather gone up, as I have 
shown, to 27<f. an ounce, which bring* it back again 
to 10Jd* •-< ‘ 

380. Bu* admitting that there is any disadvantage, 
you will 1 admit that that disadvantage is increared in 
the same ratio as the disparity between the two'is 

Increased ?—Do you refer to labour ? 

387. Tea, labour is the principal item, undoubtedly ? 
—The only item, I should say. If wages fixed in 
silver are not raised owing to the fall in the v tfu^af 
silver, uadaubtedly the manufacturers’ oott ifi^SSpss 
measured in sterling goes down. '• ^ dj: 

888. And may it not be the case that timftuseffpc* 
of the high mpCe has not been frilly felt yet^reahtg. 
that it hre only taken place during the teat year, and 
so nmny forward contract# have beets made P-iT%e 
Aril effect where ? •* "• 

38©. The full effect on Indian t»ade?—As oorep<jteM 
with what trade ? ’ ^ 

.396. As 00 m pared with the mtentfsttlef hayMBUr 
East?—Too mean with regargto mannfimturera? 

8M. Te^ feaerally. -•’? ■ 

Idutimm-) We are aatrnow on the expo rt 4 
we are on the internal trade of India; and the.qaMNten 
is whether that baa suffered by the closing of the Bunts. 
We had better not go back again totip other point. 

3©3. (Mr. Holland) Then I yLBjjp.ftu* question : 
Do you not a'lmit that dear m«wy. fwhich some 
coptegd is associated with the, cloffah ,Of the tab 
intpt&res with internal trade ? F,qp^patance, dp 
a hjgm^bank- rate interfere with .ttj^-moving of 
from the Interior to the norte I 

forwterd is that Apparent^ deapHiiThe cloa 

Q 
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in sixABQntha. efaftrintewtet-trndft-af .India has 

fw br^he statistics; 

398. ’But doe# .-*?«♦> it-atamiltfe: secse that money 
.hwriags- bees .dearer, 1 there; must have been incon- 


i&frit Epw dees, the adjastmsntshow itself?—-The 
adjustment shows itself by freights going d.ownj or 
something like that. -There is* check for;* moment, 
iptih thecadj uatmwrt takes plane., 

r J30i. 4:Mr: Ji(inibro.) X- think, in, answer to Sir 
£ 8 »ries Crosthwaito,: ifmu said-jtkat during the time 
.latexes, were.-collected, and then locked up.pending 
Wdqrs, stringency might, to some extent, exist for 
want of money. Is there no arrangement in India at 
all such an,there is in England, to prevent the undue 
tightness of money whan taxes; are collected—that the 
Bank at that period leads money {mo*® freely'than at 
any other time;?—No, there is nothing of that kind, 
Xthink.. 

396., B ftiere is nothing, of that kind, would not 
commerce be hampered by .so much of the circulating 
irmdhw* being locked up ?—Thera might be a .certain 
mchount of inconvenience owing to that. 

397. And that, in part, might be the cause of the 
•high rate .charged for the loan of it ?—It may. be. 

398. And not the insolvency.of- the tea growers, as 
?y@u were suggesting ?—I take it. that when the rent 
h#s tb be paid,- the.ryots*—the growers—have to realise 
their, crops, or take loans from the Marwanis. 
siligSS^Ihudng. that time; the: payment of emrency 
might have;* prejudicial effect on the grower, because 
he -might have to sell Ins produce at a lower price to 
get .cash ?—Undoubtedly. 

,400. (Mr. JLe Mar chant.) With regard to the 
internal trade, that; is materially developed and 
assisted,,hjr railways and by steamship, companies, 
ssch»s.your own h-sThat is so, no doubt. 

401. Therefore, a rate of Is. 4d., give» advantage 
tOany other enterprise carried on, by English capital, 
in,> remitting their dividends home; that is to say, 
their dividend earned in rupees produces a pro¬ 
portionately better result. Do you consider that, so 
far; as itbat is the case, it is an inducement to English 
capital to go out to India.?—Undoubtedly. 

•>x402. And to that extent would promote internal 
trade?—Undoubtedly. 

403.. ( Sir. David Barbour) . As regards, the 
jpiastma of the payment of revenue all at one time, I 
imagine the question is limited to the land revenue, 
because there is agreat deal. of other; revenue— 
e* 3 rise;aad so forth—which is always heing collected 
aodr paid .out again ?—I . .took the . question to be 
confined to land revenue. 

404. And, again, the customs revenue is paid day 
by day into the Treasury. - A .great deal of the 
rerenue ds paid out locally. 'There aree payments 
for the Army and for public works, and sa on. In 
fact there is always revenue coming in. and going out ? 
—Of course. 

.44)5. So that , it is-, not ia. ease. of. all the revenue 
being taken and' locked up for an indefinite time ; and 
the-landirevened would be no more than one-fourth of 
the total receipts?—I should think about one-fourth 
or oue-fiftb. . 

406. (Chairman.) Now we will go to the subject 
of tea, imports ?—Before you.go- to that, I should like 
to pur in this table of the output of coal in India. 
The figures from 1887 to 1897 are as follows :~— 


Quantity. 


Year.-' 

Quantity. 

Year.- 

.1(RK^n, 

WfrA 

IB#*-* * - 

ma.au AktA 

Tons. 
1,564,063 
1,708,903 
1,946,173 
- 2,168,521 ‘ 

is *&&&* 

• 2,537,696 

1893 - 

1894 - 
'1895 

> 1696 - ’ ' 
1897 


Tons. 
2,562,001 
2,820,652 
3,537,820 
; 3,848,07.4 
4,063,127 


4C ft* (Sir - Ji new 

industry in India ?—Well; I went there ilf 18tf4j and 
I i burned country coal ih/1874.' The infinite^ has 
gone on developing. 

408. Still.it is a new industry in India ?4dBoS4 has 
been raised - in India, I should say; fbbm time 
immemorial, 

409. But it is a comparatively hew industry, and it 
is beginning to go on increasing,- as it is a paying 
trade. I mean, is it quite fair to-say that t-be rupee 
at If. 4 d. would make any difference to that trade ?—I 
do not say that. I put thife forward to .show 1 that, 
despite the closing of the mints, the coal- industry, 
which is a very important one, has not been cheeked. 

410. Therq.js, nevertheless, a. hujje industry in 
coal?—Despite the closing of the miatepilfheate is a 
huge industry in coal. 

411. Of course, when things.eome to be continually 
cut, it makes all the difference as regards wages?— 
But I think you canned cut the wages of • the coal 
miner any further. He gets about Id. a day now. 

412. I. agree, ... But the. coal industry is compara- 
tively a nev< iaduStiy ;in India,and as there is a lot of 
coal there, it is beginning tq go.on increasing by .leaps 
and bounds ?—I have known the.cotd industry, from 
my own knowledge, for the ; last DXyearsi, In 1887, 
which is eight yeme ego, the. output pfid®al was 
1,564,063 tons. The output in J 897 was 4,063(127 
tong, 

413. Do you expect that will go on increasing ?—I 
Hope so. 

414. From the natural development of trade. ?-—■Yes. 
I merely put forward the figures ,to ghow that, despite 
the closing of the mints, aqd; despite the It. Ad. 
exchange, the coal industry hag pot beep cheeked. 

415. (Chairman.) Now, what haSse yoUte say as 
tp the tea question ?—I put in aof exports of 
tea from India, and a.table of the imports of tea to the 
United Kingdom from India, Ceylon, and China. 

[Witness put in the following tablet) 

I.— Exports of Tea from Itfbta. 


1884-85 
1885,-86 - 

1886- 87 

1887- 88 - 

1888- 89 

1889- 90 - 

1890- 91 

1891- 09 - 

1892- 9? 
189^94 - 

1894- 95 

1895- 96 

1896- 97 - 


Quantity. 


Lbs. 

64,162,065 

68,7.84,249 

78,702,857 

87,541,506 

97,011,112 

103,760,104 

107.014,993 

120,149,407 

1X4,722,447 

126,332,475 

124,099,316 

187,710,205 

1,48,908,461 


Bx, 

4,044,759 

4,306,133 

4,727,992 

5,174,440. 

5,267,315 

5,277,649 

5,219,233 

6,968,129 


6,585,835 
7 , 55^,745 
7,664-;889 
8,124,548; 


II,— Imports of Tea to United Kingdom. 


Year. 


From India. 

Froni Ceylon. 

From China. 

1884 


Lbs.. • 
63,208,000 

Lbs. 

2,21.1,000 

■ Lbs. 

143,771,000 

1885 

- 

64,382,000 

4,242,000 

1.39,673,000 

1886 

'a 

73,467,000 

* 7,144,000 

145,308,000 

1887 

' - 

84,645,000 

13,062,000 

119,799,000 

1888 

- 

89,874,000 

22,510,000 

105,735,000 

1889 

- 

95,384,000 

101,771,000 

32,673,000 

88,558,000 

73,743,000 

1890 


42,491,000 

1891 


109,638,000 

61,900.000 

62,284,000 

57,051,000 

1892 

' - 

111,711,000 

66,042;00O 

1893 

- 

115,023,000 

; 72,861,000 

56,g®J^DO 

1894 

■ , - 

115,880,00p 

7«jSll,000 

43,763,000 

1895 - 

Vj 

123,362,000 

. 83,448,000 

, 40,0^4,000 

1896' 


, 127,720,000 

94,860,000 

.s^sho.ooo 


416. Those figures; do - not showJatipt 'the ---tea 
industry has suffered;?—-Certainly pot, 

.W’.'S S i 
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suffer ?—That was the objection 'te44n"by thoto’ frho 
oppoeedthe desfagiof the mints’. 

- 4l8i - And'ylrihr^ghrdkfrhow' thtA ^fifi'fifitpoft 6t tea 
to the United Kingdom has gonqup, and is rapidly 
displacing- China 1 altogether .* Bp* the ’question is, 
whether the 1 : eIdB?ng'df the tamW‘wiu n a#eetihed.th® 
import of ttea, hut the profit on the chpftaHiiyestod in 
tea, ; arid'cause a ? c^res^ohdihglbssto ? the.tetf ; {frqwer. 

I Wtme to 'pot That tjUbstihu Vety plainly to ypn, 
because we have memorials from India-‘and Ceylon' to 
the ‘ effect that if a gold standard-is : adoptedj$nd the 
ptlce^flxed at- Id.‘43., It *will beta-serious* mjury'to 
tbfiib industry.' T lifce’ypuh views upon'ttet ? 

—-f'shonld toy tHit-if'y'I#.4f. rupee lowers'the 
profit- ! taade by the' ‘tea companies, it win tiaturaDV 
check further development in tea, it will check an 
increase ih ; production 3 df' tea, and if ’wflf 'iUBtarally 
raise the prick. ''Th 6 refifre,‘Mfhat they wttHtife,on the 
one hand they Will gain 'tin the other. If - competition 
is checked, and the output is restricted, the price of 
tea frill’rifle , 1 Shd'natnrhlly the tea companies will be 
in a position to feari bigger dividends. 

• 419. <3n ;: that ground y’ou {hjhk: it.‘ would h^t 
seriously affect the tea indqptry ?--T think not} and % 
find' from the figures tbit,'despite the closing of the 
mints, the output of tefc hM^tiiaterialJy increased. 

420C To go ipato the. figures you gave usqs ip 
the intrinsic value of the rupee, I see that in 182(7 tb®. 
ruppe touobed li. 4^3'. ?—Yes. 

, 421. '-there is a very striking increase in..<18^5 and 
lfiff&'but it only rises to its present price in 1897. 
Now' your figures of the imports of tea stop at. 1896,? 
—We h^ve not got them for 1897 yet. 

422. Do you think that fixing the prioe ofthe rupee 
at Is. id. will materially: affect the case, that is, 
increase the cost to the teargrqwer ?—No, I do not. - 
' 423. Totally irrespective of what you, described 
yesterday as the balance on the other side ?—I do not 
think it will affect him to any degree that he need be 
at all afraid of. 

424. (Lord Balfour of Burleigh.) Have you any 
practical knowledge of the tea industry yourself ?—My 
firm has tea gardens. 

425. Have you taken any part in the management 

of them, yourself ?—Only as a partner in the firm, 
and as interested in the dividends of the Company. 
Beyond that I have paid very little attention to tea. 
I do not put myself forward as an expert in regard to 
tea. _ 

42(b Your knowledge of .the subject is gained from 
statistics?—And also by being personally interested in 
tea enterprises* 

427. What has been your personal experience for 
the last four years in the tea industry ?—My personal 
experience has been that of a shareholder. 

428. And dp you find that your dividends are in¬ 
creasing, or diminishing P—I do not think they are in 
any way affected by’the Is. 4 d. rupee. 

429. That is a matter of. conjecture, hut I want- to 


436. f fcbd MW Ought 1 : it; W I 

emphasise that. ‘ a vary i:..._. 

and T'frcfeld - to' 

anbther fceS' oompahVi-^port. * In the report of‘rah 
Liftigleh' (Sylhet) atftfe: 

“ ThC result dtitocin fe disappointing, dnd is 

“ dub, firstly; to the high rate bf exchange, which hha 
“" Caused a defidMr" frith 

“ the previous year.” Then I. have' alio the last 
reppft'bf the BritfeE Indian Tea Cbtnpkny,'Limited. 
Thbite • the (Erectors say“ The Ihkifeaaa of 2,500/. in 
“ the estimate of the eXpehdrtutoi as'' cbtapared with 
* Tito 1 figures 



know what has been the effect in the last four years 
upon it as a profltahle undertaking ?—1 donot find 
that the profit has increased in thei last four years. 

430. Do you ftndit has diminished ?—I think so. 

431. A^great dpal ?—Yes. 

432. Almost to vanishing point?—Well, I donot 

think" the 3 r~hsvc _ been at" anything 'much above 
vanishing point from the time I became connected 
with them. ' 

433. (Sir J. Muir.) The links' have hot Fallen in 
pleatont places ?—No, they have not. 

434 . 'You read to us yesterday an extract from .a 
report of the Dooars Tea Company ?—Yes. I simply 
gave the cutting from the Financial Newt. I knpw 
no mpre aimnt it than that'. 

4 fi 5 f'i' $613 ip. my hand the' directors’ report and 
statement of account of the Dooars Company, andT 
find this statement i “ The further rise in exchange 
“ re3ti<M*'-the profftii “'Considerably ” r^—I think that 
was quoted in the passage I put ih y es te r day. 


of exchange (1*. 43. per • rupee)' entered' this year. 1 , 

“ It -Will be noticed that this’ high rate 

“ of exchange—which is entirely 1 Sue to the action bf 
“ the Indian 'Government in fOTping ‘her ^artificial. 

“ valueos to the c -MipiBe by trying to estaSra^rfjj$J0 : 

“ 'standard ift ' fndia-^-bWngs up the 
“ jfttiidftirfc’ to 1 frfthin -0Ctof. : p«f db.‘ 1 df the aoktod 
“ avertge-pricM obtained fbir the 1897 crop'.’ , ''' ? ?orri>)' 

487> {Chairauaai) Now,'Sir John Miilr h*4tag v 
toadi'tb you thosei dxtractSj' do tbey alter the opinion 
that you have expressed that the tea industry 'has wot 
practically suffered- ?—No; they dp net alter my opinibn 
in any way- 

438t!-(/Sin /. Muir.) There is oh» other -rfepdribU 
have heqe^the report ef■ the Darjeehtg Conrpaa/. 
The directors-says “ Bates: Of exchange betweeu 
“ London and Calcutta have again ruled higher than 
“ during the past - few- yeats; ’ 13,500/. issued during 
“ 1897, in drafts at six months’ sight at Calcutta, 

“ produced rupees 216)532, at ap average rate; of 
“ 14 963. per rupee-, wlpta the. average ratS!fqn;A 886 
“ was 14-31, and in..189{i, 133, per>i»wp*e. itjgfphasie. 

“ acoount being the.diffarence between tfawp*R|Mdu4 
“ of 2x. and 14’963. - per , rupee on 13y60Q/. amounts 
“ to 8,153/. &«. Id." Did T understand ,yp» to ; S«y 
that yon thought there was no disadvantage .to th* tea 
companies in the Is. 43. as ag^ipst .the Is; 1,3. rato.?- - 
I should think practically it is no < disadvantage to the 
tea companies. 

439. Whatjdo you make of this ? In Calcutta wg 
have certain margippl pills which wq ,se9? mid .wf^h 
the produce of these hills we ,pay the Wf^es .Wf 
coolies and our English and ffPbtoh 

on* If tpe bills sell at Is. Idf wq get^wure 
they sqll at Is. 43.; therefore w« gqkjtor m 

marginal bills far'more at is. l3. than at Is., 43. 
What do you say to that ?—I will put it in this way: 
If the premisses are souhd, and Is. 13. is better than 
Is. 43., a 63. rate 'must be better than Is. 13., and a 
13. must he better than 63., and if you ate ghlng 
down to a 13., is that going to bring wealth to the tea 
gardens of India ? ' 

440. But you cannot conceive silver falling to l<5, 

can you ?—I do not know, f say that the lower it 
gbts, 1 H_ the premisses are soundj the better it is for the 
tea industry. . • ' - 

;i 441; Wo cannot go to the vanishing point ?—iThat 
is my point. ■ - . I ’‘ :.l , 

442. You • are a tea plahter, to a^ viodniiti# ftb&t, 
and you are aware that a number of years 1 iS'aeeeetory 
before a- tea-garden 'is remunerative dteuld ftVfi 
probably, th»e« «ir' four yeahs—poiBSi%l||r lUngSi*. 11 

443. Now I want to take you to thisll TaU'-hStoe 
given statistic* bere as to' tea increasing ih vohfr&O of 
prdiactifin^ year to 1 ’ y ear > m India; tart^you are wot 

in a position to tell us, at present, what effisclntfa 
lf..4fL.ratalwfthaye,: . During, a poriiofi of the.pjiliod 
the? , q. i#;ttoyeinnpera(w»t '«nd. ,we are! bwnd.to^ go«tfc 
year }&, yegr,'qptifjBta (pome up to the Is. Ad; period, 
which will uot-bq fpf threc yea«. Therefore, do ydu 
consider, that tpeeg statisticalar.e quitevfAfr Ibese 
s tatjg|icBiar« 4 he -sta^StiW-df thO' pf qmshangta 

What 1 mean is, that it is on tbSwtflg*#&rof -Itoldh 
Is. Md.; ypd,exqj^pge 

wa# ..^wing 

- :J Wmm 


hinahaatauhed 
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Arooeh this fell in the yfdne of silver, despite the 
fact that the exchange mlns- of the ri&fe has been 
maintained at from 1*. Id. to 1 *. 4d., th£-tea industry 
apparent’.act' suffered. I presume that 
if V jaw dwrect to say that the tee gardens were 
niwfo&Mdya numbfer of theriy wodfd have gone out 
of cjnmttion, and I do not find that that is the case. 
Chha^kes had the advantage during the last four years 
of a lOrf. rupee. 

not you think that the facts I have quoted 
frote ihitae 'tea companies’ reports have some hearing 
on theppint f—I lielieve that the directors of those 
companies are fully convinced that it is a bad thing 
fimifldia to have a 1 s. 4 d. rupee; I believe they put 
that forward, honestly believing it, but my impression 
is that they are mistaken. 

446. While we have been going on here, 1 have 
had a telegram whitjh I should like to read to you, 
“ Assam Company profits reduced from 43,000 to 
“ 31,000, and Brahmapootra from 27,000 to 17,000.” 

{Chairman.) I do not think we can take this any 
further. The witness admits all that, but he says that 
his opinion remains the same. Of course, we shall 
have opinions.on the other side. 

(JVftnat.) . It is a pure matter of opinion. 

446. {Sir J. Muir.) You acknowledge that I am 
correct in saying that we cannot judge of the effect of 
the Is. 4 d. rate on the production of tea, because we 
cannot tell that till three years afterwards?—That 
may be so. It will take some time to show whether 
the ihi. dri. rupep Jiaa checked production. 

447. I understand you acknowledge that you would 
h&Vft to wait throe or four years, or even five years up 
in the hills ?—Yes, atd I would also like to point out 
this. If the profits of the tea companies should be 
reduced naturally, the output of tea would be restricted, 
and the price would be inclined to rise; so that I do 
not know that, even if there were a little restriction, 
it would be a bad thing for those who have invested 
their money in tea, so far. 

448. China is still in the field, and if China is still 
in tbe Jeld, you are giving a premium to China, and 
anenoouragement to China to go on ?—I do not agree 
in that contention. I think it is an unsound contention. 

I should rather like to refer the Committee to a very 
clear statement of the case which was put forward by 
the Government of India, and which is embodied in 
the Herschell Committee’s report. The case is very 
clearly put there. 

449. {Sir David Barbour.) The closing of the 
mints has caused a reduced import of silver into India ? 
—It has. 

460. As compared with what it was immediately 
before 1898, the reduction is to the extent of 7,000,000 
or 8^000,600 tens of rupees ?—Yes. 

4611 Of course, as that extra quantity of silver has 
not been 1 imported, India has not had to pay for it, 
and I presume that means a corresponding reduction 
in the demand for exports from India ? To that 
extent, do you think it may be said that the Indian 
exporter sutlers ?—I would not say that he suffers. 

462. There is not the same demand for his produce 
as a whole, that there was before ?—J-To, but ho has 
not been obliged to produce the stuff; he has saved 
his raw material. 

453. But, so far as the tea,producer, or jute pro¬ 
ducer, is concerned, there has peen, in fact, a less 
demand ?—Yes. 

464. Kow, I am going to put a hypothetical case to 
you. Suppose the Government of this country im¬ 
posed on India * tribute of 10,000,0001. a year, and 
that the Secretary of State, instead of drawing on 
India for 17,000,000/. had to draw 27,000,000/. That 
adtfifion of 10,000,000/. would have to be paid for by 
India 5 9|jf l .U ndoubtedly. 

46fi.' Tlmmecessity for paying this additional sum 
wogK^Mdmhlate. die demand fear Indian produce, tea, 
jute, aodjfttem, and I should imagine that the pro¬ 
ducers cg'j^ ^c otton, and jute, having ■ a greatly 


increased demand for, producte, wpu)d:make a 
larger profit P—They might. 

456. I thipk that wpgld he aoceptedr-thab# there 
w g larger demand,there would boa largerprofif?— 

457. But would thq payment of that tribute btKOft 
the whole a good thing for India ?—Certainly not*'- 

458. India would have to pay the tribute, althocKh,: 

there might be gome extra profit to the actual pro*), 
ducers of articles for export ?—It would npt be a gogd.. 
thing for India. . 

459. It would not ?—No. 

460. {Sir A. Dent.) I think a good deal of the 
ground that I had proposed to go over with regard to 
tea has been covered bv yourself and Sir, Jpfm ; Muir, 
but I should like to point out, as regards Ceylon, .that 
this tea industry is a matter of vital importance to 
them. You admit that it is of extreme importance,to 
the tea industry in Ceylon, as to how they wUl. ho 
effected in regard to this matter of exchange ?r- 
Exactly. 

461. The tea that is now coming into bearing was 
planted, you admit, in 1893 or 1894, that is the tea 
they are picking now. Then silver was abput 33?/-, 
and exchange averaged for those two years about, 
b. 1 Jil* I want to point out to you the Iteriojua 
position that Ceylon is in now, having planted Aml. 
tea at Is. 1^</., apd now having to financeitat hi4a,; 
that makes a difference to them of something like 
15 per cent, in exchange alone ?—Yes. 

462-3. Iam rather astonished that your opinion does 
not appear to be affected by what you know about 
Ceylon. You have given us the imparts of tea from 
Ceylon; will you add to the table thp exports of tea 
from Ceylon, as well as the exports of tea from 
India*?—Yes. ^ 

464-6. I think you will find that Ceylon exports very 
largely to Australia and other countries?—Oh yes, 
and also to India. J 

{Chairman) We shall get all this from Mr 
O’Conor. 

466. {Mr.. Holland.) You admit that, a great 
volume of opinion has been quoted from thosq en g a g e d 
in the tea trade which is adverse to your coqtqntiop ? 

467. Do you not think, as a genera] 

engaged in a trade may reasonably claim tcT m ™ 
best judges of their own interests?—I do not know, 
that my answer to that question would be wortk 
anything. ^ 

468. {Mr. Le Marchant .) Has there been a con-*’ 
siderable area of increase of planting in recent years, 
as well as an increased output from existing gardens ? 

There has been a considerable increase in area in 




recent years, 
think. 


I shall be able to give you tbo figures, I 

469. You would infer from the fact that they are - 
increasing the area of cultivation the planters th oug ht, 
they had a reasonable prospect of profit before thewf 
—I should think so. 


* The witness subsequently handed in the following figures : — 
Exports of Tax from Ceylon. 


1884 

1885 
1880 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

1896 


Quantity. 


Value. 


Lbs. 

2,393,023 

4,373,754 

7,851,562 

18,824.701 

23,820,724 

84,846,432 

45,799,518 

67,720,544 

72,282,524 

89,269,358 

85,876,822 

98,581,061 

110,025,193 


£ 

116,661 

219,8013 

882,996 ni ' 
5 5021967 

894,270 

1,227,885 1 Vv 
1,717,482. 


2,22t,06ff 
2,100,71 T. 
a,5<j3,7tt ,r.-t 

rt 
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470. Even with the mints closed ?—Even with the 
mints closed. 

471. (Sir F. J fpieatt.) Will jrou explain what yon 
meant when yon ttsed the expression just how “recent 
years ” ?—Since the closing of the njinia, 

472. Do you thipk it possible that’the larger out¬ 
put may hath'hah some nearing on price and profit ? 

I have no doubt 1 Whatever that the decrease that has 
taken place In the profits of some gardens has been 
owing to thb fall in the price of tea in this country. 

478. (Sir. J. Muir) In consequence of that last 
answer, I should like to ask yon this: As to the 
imeftjase in recent years, and as to those who extended 
thefr'area of planting (bF whom l am one) expecting 
to nfeke a profit, undoubtedly we did, but we went on 
the irate of Is. Id. and Is. l^d., and at these rates we 
should be all right. What it would be at Is. 4 d. we 
cannot tell. Then, as Sir David Barbour put a hypo¬ 
thetical case toyou, perhaps I may be allowed to put 
one to you. Would not it be an advantage to India 
if her exports exceeded her imports ?—No, I do not 
think so. She must get something back for what she 
gives away. 

474. How do you account fqr the United States 
being so prosperous, where the exports are enormously 
in excess of the imports ?—Would you say that ? 

475. Yes; I think I can prove that. Is it not your 
experience and reading, jthat if the exports of a country 
exceed its imports, it is an advantage to the country ? 
—I do not consider that that is so. 

47ff.' lly potion is that we should endeavour, by all 
met&b'io otir power, to increase the exports of India? 
—I'agree with you that it may be an advantage' to 
increase the exports of India ; hut I understood you 
to say, generally, that it is in advantage to a country 
to export more than it imports. There I do not agree 
with you. ’ * ‘ 

477. Now take tfife" specific case. We know that 
England has given a guarantee of the Greek loan, and 
in that way Greece is enabled to borrow money at 
very much less than she could have done otherwise. 
Would it not be an advantage if England were to 
guarantee a loan to India- 

( Chairman .) I think we must keep to the tea 
industry. 

478. Now, can you tell us what was the Bank of 
Bengal rate from 1891 to 1893 ?—For 18 months— 
that is, from June 1891 to January 1893—the Bank 
of Bengal rate was never above 5 per cent.; while for 
some time it was down as low as 2 per cent., a rate 
they had never before been touched in the history of 
the Sank. Then, with the exception of a short period 
in the'hnsy months of 1893 and 1894, we had a low 
bank'rate in Calcutta through both these years, while 
in 1896 the rate returned to about its normal condition, 
showing that the surplus loanable capital had at last 
got worked off. In 1897 we had a higher range of 
rate, and this has continued up to the present time, 

479. What is the lowest rate the Bank of Bengal 
has ever known ?—Two per cent. 

480. When waB that touched ?—In 1891. 

481. At, that time it was a low rate of exchange ?— 
From 1891 to 1893 the rate of exchange was from 
1*. 2jfd. to something like 1*. 4 d. 1 will get the 
figures for you. 

482. There is no doubt it is a high rate ?—It is. 

463. Do you attribute that in any way to the 

closing of the mints and the contraction of the cur- 
reney ?—It has been asserted that the recent high 
rates of discount in India are directly attributable to 
the dosing of the mints and the contraction of the 
currency, but I dispute that contention. 

484. Will you tell me the reason -why you dispute 
it ?—I attribute the present high rate of interest in 
India, and the high rate of discount in India, almost 
entirely to the scarcity of loanable capital. 

485. Why Is there now a shortagei of loanable 
capital in India ?—Owing to the want of confidence 
on the part of English capitalists; owing to their 
want of confidence- in the currency policy of the 
Government of India. 


486. You mean py that the rate of exchange)}-*, 
The rate of exchange*, 

487. Is this whatgrflp-flMsp 5 that people now w&k 
capital in India retnitr.jtitp this country ip order to , 
take advantage of the bigK^ate of exohange, and that 
people in this country dp # 0 jt remit capital to India 
because they fear it would hev.ti ; to cpme back at a low 
rate of exchange ?—That is my point. 

488. And that is in your views< ope of the great 
causes of the present crisis—-the,-difficulty arising 
from the want of a stable rate of exchange ?—That 
is so. 

489. Would you hold that opinion totally, irre¬ 
spective of the rate at which the exchange yaa Axed. 
Do you regard the difficulty as due,, not to.a. low or 
high rate, but to the absence of a fixed rate ?-*A<Axpft 
rate—a stable rate is what is wanted. 

490. Apd if there was a stable rate you believe that 
capita) would flow to India—if the capitalists of this 
country bad a reasonable assurance that their capital 
would come back at a reasonable rate ?—Exactly. 

491. ( Lord Balfour of Burleigh.) Yesterday, Ip, 
the coarse of the early part of .your examination, you. 
said that in 1893 the feeling about the closing of the. 
mints in the Chamber of Commerce' yf'Madras was* 
divided; some were doubtful as to this expediency i>r 
it, some were in favour of it, and some were'opWijm 
to it ?—That was my impression. 

492. Have you any means of telling whether thwp 
has been any change of opinion, ana If so, in what 
direction, on the part of the Chamber of Commerce at 
the present time as to whether the policy was a wise 
one ?.—The last movement I saw on the part of the 
Chamber of Commerce of Madras was, urging PR the 
Government of India to take steps tomitira' too gold 
standard of India effective. 

493. Tiiit doss not quite answer my question. 
What I wanted to get at was Whether,' with the 
knowledge that the Chamber of Commerce of Madras 
has got, it thinks that the Government of India in 
1898 were right or wrong in the steps they then 
took ?—I have seen no expression of opinion on that 
point. 

494. Do you give the same answer with regard to 

the mercantile community of under stand 

that all the chambers of commerce, at -leasts the 
Madras and Calcutta Chambers, are iirfavoor of the 
Government taking steps to make this scheme 
effective; the Chamber of Commerce at Bombay, 
on toe other hand, urge that either the Government 
should .take steps to make the scheme effective or that 
toe mints should be re-opened. 

495. I quite understand the argument.you urged in 
answer to Sir Henry Fowler, that everybody wants to 
know where they are, but are you able to say whether 
the commercial, classes—those represented by the 
chambers, of commerce—are or are not satisfied that 
the ptep taken in 1893 in closing the mints was, or 
was not, a wise one ?—Well, I have been away from 
India for some time ; I should not like to express an 
opinion as to that. 

496. You know that the United Planters Associa¬ 
tion of Southern India were opposed to the policy of 
1893 ?—I understand they are still opposed to it; 
they would still like to see the mint re-opened; but 
mv impression is that toe commercial community, as a 
whole, would not like to see the mints re-ppenod. 

497. Do you say that, as a class, the planters.are 
move interested in Indian trade?—The planter? are 
thoroughly imbued with the impression that it is a bad ; 
thing for India to have the aunts closed ; they want 
to see the mints opened, and they want to s?e free 
coinage. They are honestly afraid of the competition 
of China, if China remains on a silver basis. 

498. Does that apply to the produced irrespective 
of whether he happens to be a native or European?— 
I think there are practically no native te**plantere. 

499. But there are native agriculturists ? — No, 
practically there are no native producare of tea. 

500. >You are confining youreeH^kto *tea; I have 
passed from tea, and I am asking you whether that 
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opinion, bo it right or wrpng (I am expressing no 
view about it), was not also held by everyone Typo 
was, a producer, an agriculturist, a cultivator ■— 
whether he was European or native ?—Practically, 
apart-from tea, coffee, and indigo, there is' nothing 
cultivated by Europeans in India; the other produc¬ 
tions of India, such as jute, ootton, wheat, and cereals 
of all kinds are entirely in the hands of the natives. 

501. And so with sugar?—Yes. 

502. Entirely?—Entirely. 

409. What is the opinion of the growers of cotton 
apd^wheat, say, on the subject?—They have no 
opinion on the subject, they do not know anything 
abbot it-. 

504. A.re there no people among them of sufficient 
intelligence to watch the effect of these matters ?— 
No, there are none. 

505. ( Sir F. Mo wait.) You are'speaking of the 
local producer ?—Yes ; there are no native producers 
of sufficient intelligence to know anything about the 
effect of the closing of the mints. I think the mem¬ 
bers of the Committee who know India will bear me 


really is the interest of the producers;pf, these articles 
which you say are produced by natiyas,, except 
throug^ the Government’of India ?—I'do jky tljat it 
is practically through the - Government, aad through 
the Government officials. 

514 You would, of course, agree with ."mw;that 
theirs is an interest which ought to be, at any sate* 
largely considered in any policy ?—Undoubtedly,.;I 
quite agree. 

515. And, therefore, it is undoubtedly a nmuer ; «f 
importance in. our inquiry to ■ find-out, .beyond, all 
possibility of reasonable doubt, what their interest 
really is ?—No doubt. 

516. Now, in giving us these 13 objections, whore 

were your statements taken from ?—They were taken 
from what I heard, but I think mostly from-the 
objections pnt forward by the witnesses beffirp ,the 
Herschell Committee. ton- 

517. Bo you put them forward as an exhaustive 
list of all the objections that were taken ?—I think 
other objections have been taken. I do not put them 
forward as a complete list. 


out in that. 

506. (Lord Balfour oj Burleigh.) Does nobody 
speak for them, whether they speak for themselves or 
hot ?—The only people to speak for them are the 
Government of India. 

507. Have you any reason to doubt that if this 

policy has been prejudicial to the interests of the 
indigo and tea planters (I put it hypothetically) the 
producers of these other articles must also suffer ? —I 
think it has been put forward by the growers of tea 
that they suffer more than the others, because —. - 

508. I will assume that everybody puts forward his 
own interest, and that he is the worst used person in 
the world?—But I wish to explain why; because 
they have competition from a silver-using country. I 
think even the tea planters do not say, for instance, 
that the producers of jute suffer in the same way as 
they do, because jute grows in India only, and nowhere 
else, and therefore they do not suffer in competition 
with silver-using countries. 

' 509. To put it in another way, you are, of course, 
aware that the agriculturist in this country dislikes a 
low exchange upon India, because he thinks that 
wheat is brought home here on too favourable terras ? 
—I think he is under a misapprehension. 

510. But that is his opinion ?—I daresay that is the 
opinion of the man in the street: I do not know, 

; fill. But what criticism do you wish to pass upon 
it ?—(Well, I should like to say that India made a 
large export of wheat when exchange was very 
materially over Is. 4 d .; I think it was something like 
Is. 6 d., or perhaps a little over. 

' 512. Will you give me the figures for the export of 
wheat for the same years for which you have given 
the exports of tea ?—Yes, I will do that.* 

513. Do you suggest to us that there is no means 
whatever of getting at a genuine statement of what 

♦ The witness subsequently handed in the following figures 
Exfoet or Wheat peom Iitoia. 


Year. 

Quantity. 

Value. 



- Cwt. 

, Bx. 

1884-85 

• 

15,880,754 

6,309,140 

- 


21,060,519 

8,002,350 

1886-87 


22,263,320 

8,625,864 

1887-88 ■ 1 : - . 

- 

13,338,169 

5,562,378 

1888-89 

- 

17,610,081 

7,522,876 

188*-90 


13,799,224 

5,791,377 

1890-91 


14,320,496 ,, 

6,042,426 

;i891-93 

- 

30,303,425 *1 

14,380,462 

18991-83 


14,973,453 

7,440,383 

1898-01 

- I 

12,156,551 

5,198,885 

1894-9U 


6,887,791 . 

2,565,271 

139M0 : - 

\ - , 

,10,002,812 

8,913,896 

18»M» 


1,910,553 

836,885 

J9,97i-a8 


2,393,597 

1,341,696 


518. If that is so, why have you not taken an 
exhaustive - list of them?—These are the principal 
objections that have been put forward to the (dosing 
of the mints. Iam not aware that there were any 
others seriously put forward, . 

519. You put before us a statement relating to the 

importations of .silver immediately previous to the 
year 1893. Your' statement is: “The peculiarity, to 
<( my mind, with regard to a large portion of this 
“ silver is that it was imported in consequence of 
“ speculation.” I do not dispute the statement. 
I think, a priori, it is highly probable; but how do 
you know it ? I ask that-in order that we may .judge 
as to the definiteness of it ?—Well, I was in Calcutta 
at tho time, and I heard a great deal about’ it. 
I think there is no doubt about that having been 
the case.' . 

52U. You. base it upon your personal experience 
of what you. saw and heard going on when you were 
in India?—I do. I should like to put in a table 
showing the gold and silver production of the jwprld 
for 20 years ending 1896; and, jt will be obswved 
that, despite the fall in price which has occau^ed 
during the last four years, the output of «J)vWT has 
been maintained. (Witness put in the following 
Table.) ~ 



Gold. 

Silver, t 



Fine Ounces. 

Fine Ounces. 

1877 - 

- 

5,512,196 

62,679,916 

1878 ' - 

- 

5,761,114 

73,385,451 

1879 - ' 


5,262,174 

74,383,495 

74,795,378 

1880 - 


5,148,880 

1881 


4,983,742 

79,020,87* 

1882 - 


4,934,086 

86,472s09t 

1883 - 


4,614,588 

89,17.5,023 

1884 - 


4,921,169 

| 81,567,801 

1885 - 

- 

5,245,572 

91,609,959 

1886 - 

- ; 

5,135,679 

: 93,297,290 

1887 - 

- i 

5,1 }6,861 

96jl28,586 

108,827,606 

1868 - , 

- 1 

5,330,775 

1889 - 

- 

5,973,790 

120,213,611 

1890 - 

- 

5,749,306 

126,095,062 

1891 - 

- 

6,320,194 

187,170,919 

1892 - 


7,094,266 

153,151,762 

1893 - 


7,618,811 

165,472,621 

1894 - 

- 

8,764,862 

I 164,610,394 

! 167,288,789 

1895 - 

. 

9,641,357 

1896 - 


9,817,991 

i 

165,100,887 

;—."."Tt:— 


“ the.exception of a short period in the busy months 
of 1893 .and 1894, we had a low bank jrat^fn 
“ Calcutta through both these years, while in,A8&(> 
“ the rate Returned• to about its normal condition.” 
What do you regard a$,,‘jts normal condition £*•*- 
Something like 6 or 7. or 8-per cent. 

522. Why do you fix that as its normal condition ? 
—That is pretty well, what it has ajiq^'kiheenrjn 
Calcutta, 5 to 8-pcr cent. 
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528, I see you have a diagram in your hand; 
possibly it would be convenient to put that in ?— 
yjfly'well, I will put that in. (Witness handed in 
a diagram?) 

.' 524. Then you say, “ I put in the figure#, showing 
“ the Bank of Bengal rates from 1861 to 1,868/’ but 
I do not think we have got those figures?—The 
diagram give# it, 

525. Then you commit yourself to a statement of 
fact; you say at the present time there is a scarcity 
of loanable capital, flow do you know that ?—To 
begin with, as I have stated before, some of the 
exchange banks in India have transferred their 
capital from India to England -within the last few 
years. 

526. Is it possible to obtain any statistics which 
would support the statement, which seems to me 
a very important one?—I think so; I,think I could 
put in a statement as to one or two banks, at any 
rate, who have done that; and I know for a fact, too, 
that several men, having retained capital in India for 
many years back, have transferred it to this country, 
taking advantage of the 1 j. 4d. or 1*. 8 et. or Is. 8$cf. 
ntte of exchange. Having no confidence in the policy 
of the Government of India, they thought the best 
thing they could do would be to get their money out 
of the country and bring it home. 

527. And your own knowledge confirms the im¬ 
passion which that information has made on yonr 
mind ?—It does., 

628> Tod. have no doubt in yonr mind that that 
bM .tfMft the .process that has been going on?— 
Undoubtedly. 

529, (Sir David Barbour.) Of course there is a 
great deal of tea ground that is now doming into 
bearing which wan planted when exchange was at 
a very different figure ?—Yes. 

530, And, in some oases, the ground may have 
bee® .,pkajted when the rate Was lr. 6 d. or Is. 3d. 
In those cases it would be no hardship on the planters 
if the rupee remains at Is. 4 d. ?—I should think not. 

531, Their'expectations, at any rate, have not been 
disappointed ?—No. 

532, In answer to the Chairman, yon said that the 
mercantile public in Calcutta were not aware of the 
policy of the Government of India as regards coinage 
until the Bill was brought in and passed in one day— 
on the 26th Jane 1893 ?—Yes. 

538. But is it not the case that the public were well 
aware that the question was under consideration ?— 
Oh, yes. : -■ ; 

534; They knew perfectly well that the Herschell 
Committee;had been appointed ?—Yes. 

535. What they did not know was the details, of 

the poliey that lid been determined upon ?—That 
is what I meant to say. . • .. ■ ' 

536. No notice was given to them by the Govern¬ 
ment until the Bill was brought in and passed in one 
day?—No. 

537. Of oourse the justification for that was this, 

was if not, that if it had been known that the mints 
would be , closed on a certain date, the mints would 
have been-delaged with all the silver that could have 
been broughtln ?-r-No doubt. ; 

538. Th?q yon made a remark to the effect that 
prices rise "and fall in India irrespective of the cur¬ 
rency. I do not kpow whether you want to say that 
absolutely ?—No, I do not. I say that, so far as India 
is concerned, the connexion between the currency 
and prices, Whatever it might be in this country,, is 
impoteftde to follow. 

539 . 00 you mean that' prices rise and fall without 
any regard to the quantity of currency ?—lYfiatl 
mean is,‘that you cannot trace the effect of it in three 
or four years. 

540. Then you said that the price of opium' had 
fallen, yon thought, owing to the fall in exchange 
in China ?—It may to 'some extent be’ attributed .6) 
that. 

541. It may arise ; from that; I daresay it does 
to some extent; but'I' do not know whether you are 


aware that for many years the Indian opinm - tafdo 
has been a threatened trade on account of Chhreie 
competition ?—I am aware that it has been a dying 
trade for many years. ; : ’- 

542. Might that account for some proportion of 
the fall?—No doubt. ’ ’ : . 

543. Now there is the evil that is said to arise 
from the. fact that the natives cannot get the old 
rupee value of the silver which they have hoarded ? 
—Yes'. 

. 544. I think that possible evilwa3 foreseen before 
the mints were closed; it has not coma as a surprise 
on the Government of India?—‘•It was considered 
at the time; it was considered by Lord HerScheU’s 
Committee. 

545. You were present in Council when the Bill 
was passed ?—I was. 

546. It is quite sufficient to know that it was 
considered at the time ?—Yes. 

547. So far as the natives have hoarded gold no 
difficulty arises'?:—No. 

548. So far as they have hoarded coined rupee* no 
difficulty arises ?—No, they will gain by any appre¬ 
ciation that takes place. 

549. They would not see the gain on the coined 
rupees, but there it is ?—Exactly. 

550. They might not see it ? — They might xi6t 
see it. 

551. I do not know whether it is your opinion that 
the bulk of the hoarding is in the form of ornaments, 
and hot in bar silver ?—That is so. 

> 552. Of course/no man sells his ornaments unless 
he is in want ?—No.' 

553. And if he gets a lower price for his orna¬ 
ments now, that is inevitable if you'are to 
standard, and so &r it is an evil; you carinet nelp 
that?—Quite so. 

554. It. is an undoubted evil; the only question: Is 
what is the magnitude of the evil ?—Undoubtedly.' - 

565. Then you say that the Government of India 
proposed that, “ if it became evident that the Inter- 
“ national Conference was unlikely to arrive at a 
“ satisfactory conclusion, and if a direct agreement 
“ between India and the United States could not be 
“ made, the Indian mints should be closed to the free 
“ coinage of silver, with the view to the tetrodaction 
“. of a gold standard.” I think that no attempt Waft 
made to bring about a direct agreement between India 
and the United States ?—I believe not. 

556. I have never heard of any; have you?—No, I 
have never heard of i|» 

657. Now the exchange was very low before the 
mints were closed; it had fallen considerably 7—Yes.: 

558. But there was a great future danger, apd that 
was tne closing of the United Statee mints to silver, 
or rather the cessation of the purchases of silver, by 
the United States ?—The repeal of the German Act } 
that was the great danger. 

559. And, of course, there was the further fear 
that if the United States ceased to purchase nfrwff, 
other, nations would try to exclude silver Ub,ir~ 
Undoubtedly. 

560. In other words, that one exclusion would lead 
to another ?—Yes. 

'561. Then is it the case that in 1893, when the 
present policy , wbs adopted, there was a veiy serious 
position before the Government of India ?•—There 
was. 

562, You say,the Herschell Committee “proposed 
“ one modification in tbeGqvernment of India pro- 
“ posals, viz., that, instead.of the Government taking 
“ power to declare the sovereign to be a legal.tender 
“ at a fixed; rate not exceeding 1». 6d., the result of 
“ closing the mints should’ be awaited, and that they 
“ should he guided by the experience thus obtained 
“ in deeiding on future action.” Now, to the best of my 
bebpfjjtdp.not know.whether if is yours, the Govern¬ 
ment of‘India proposed to close ,the joints and -tfi 
await the result before taking any further action; and 
if you look at the Beport of the JHfifSch^ll Committee 
you will find a quotation which shows that to ba the 
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dm se. The poi»t I inwtrfjjrfcg' out is that if never 
was the ihwntfon of tto'wownmeiit of India to close 
the saints, ’to silver «d to fix the rate at once. If 
' the Hehoft of the Herschell Committee, 
oQ pate Ji6, you wilf see a quotation there of what I 
tilWrWtefe'renee to this matter?—I rather took this 
men your own speech. 

** XhiM was alter the Report of the Herschell 
,? ,CVi|^4f —The proposal was; “ That instead of 

“ thj' Government taking power to declare the 
to be a legal tender at a fixed rate not 
u. 6d., the result of closing the mints 
:*8lk>uld be awaited.’’ 

^ 564, T only want to bring out the facts, because on 
y$ur evidence it might appear that the proposal to 
matt the results of the closing of the mints, originated 
tffJlrUje Herschell Committee, whereas it was part of 
the Original, proposal of the Government of India ?— 
That I qSte admit. 

864-The proposal of the Government of India was 
to the result, and that was made before the 

Htoschell Committee sat. That, I think, is admitted 
! nhw?—That is correct. 

4^6. T^jen I think I am right in saying that the 
si&wlbauon made by Lord Herschell’s Committee 
Was this: That the ultimate rate was not to be limited 
to. 1*. dd. ;-it might be Is., or Is. 8d., or anything, 
but a temporary provision was put in to the effect 
that rupees would be issued at Is. 4d^ the object of 
that being not. to' fix a permanent rate, but to prevent 
^ Sudden and large rise in exchange ?—That is so. 

1 \,JUpnj people believe that the Government of 
India is committed to a rate of Is. 4 d. In reality the 
.Government of India have it still open to them to 
declare any rate they like ?—That is so. 

568. I believe the public took up the idea that 
1 *.• 4d. was to be the rate for till time, but in fact it 
was merely a temporary rate ?—It might be raised, of 
couise. , 

569. But, so far as there has been any pronounce- 
snent bj the Government of India, or by the Secretary 
of State, the rate is still a perfectly open question ?— 
Ity ie,. The rate, I take it, above Is. 4 d. is an open 

question. . 

570. Above or below ?—Just so. 

571. You said that the high rate of discount was 
due to the scarcity of loanable capital in India, in your 
opinion ?—I believe so. 

572. There are other people who believe it is due 
to tbe searcity of currency r—There are. 

573. And I daresay you are aware that the distinc¬ 
tion between currency and capital is a distinction that 
it is difficult to draw in all cases ?—It is. 

674. 'Yon say that capital has been sent home from 
India by the banks and others ?—Yes. 

676. And the reason of that was that some persons 
•fcaieAthat there might be a further fall in exchange ? 
—Precisely. 

576. If the public had confidence that there would 
be ne further fall in exchange, but that the exchange 
would be fixed, then you would say that capital would 
remain in India, and that capital would go to India? 
—That is so, both banking capital and private capital. 
Yon can lend money out in India now at 8 to 10 per 
cent. 

677. \A§ you have already said; it does not matter, 
inthis connexion, what the rate is, so long as it is 
find f^-Precisely. 

678. Bud you say that people will not send their 

India unless they hare confidence ?—No, 

certainly Mi. 

579. Yon ; might put forward a thoroughly good 
scheme, and yiit°it is quite certain that uuless peoplo 
bad coniidenoe they would not Bend out money to 
Tndia?— Precisely. 

1 5 86; And even they would probably wait for a few 
see whether the scheme was successful or 
no» f—Yet;, I think so. 

<S8C?Yea think capitalists would probably do so ? 
—Yd^ jC a p italist is proverbially timid. 


682. They would wait to sae host things turned 
out ?•—Yes. 

585- Now, is t^e high .rate of disomst jp Jlpdifk » 
very serious evil ?—t think there is no donbjt tpef the 
high rate of discount is a considerable ey »ii«*wly 
when it is rising. 

584. It is a greater evil, I have always uqdttf|obd, 
when people do not foresee that a high rate is cqfwyt ? 

—That is so. When it is expected it is arranged tor, 
but when it is rising it takes some time to make the 
necessary adjustment. 

585. If you know of it you can arrange for it ; if 
you do not know you may be taken by surprise ?«— 
That is so. 

586. If there is a very high rate of discount or 
interest for loanable capital in India, people will. be 
prepared to take a certain amount of risk as regards 
the loss by exchange, in consideration qf the higher 
rate of profit ?—No doubt. 

587. I believe it is the case that a great deal: of 
loanable capital was went out of India on account of 
the loss by exchange ?—There is no doubt of that. 

588. If it were known, or believed,, that in the 
oourse of three months the Indian mints would be 
open to the coinage of silver thane would be a strong 
desire to get money out of India?—You would see 
very large remittances home. 

589. If people knew of it before ?—Yes. 

590. Now you are aware that in addition to paying 
for her imports, India has certain other payments tt> 
make in this country; there is interest on capital 
-invested there, profits on tea gardens, jute mills, and 
so on. Thera are also the drawings of the Secretary 
of State. I do not say that India does wot/get full 
value for them. Mr. Hardie said, in his evidence 
before Lord Herschell’s Committee, that the total 
payments amount to 22 millions sterling a year. 
That, of course, includes the Secretary of State’s 
drawings and all profits ?—I should say that is under¬ 
estimated. 

591. Those 22 millions sterling at 1». 4 d. the rupee 
would be 33 crores of rupees. The borrowing by the 
Government in this country and by railway companies 
up to the end of last year came to something over 
27 millions sterling (that is since Mr. Hardie made 
his estimate), and by the end of the prseent year it 
will be 33 millions sterling. The Interest on that 
would be probably three-quarters of alnillion more. 
Therefore if you take 33 crores of rupees as the 
amount which has to be remitted from India every 
year on account of these special payments, that is not 
an excessive estimate ?—I think not. That is, of 
course, provided there is no money going out on 
capital account. 

59 2. That is a special case, and the one thing might 
be adjusted against the other; but the payment that 
she b&t to make is 93 crores ?—Yes. 

593. The only way Lidia can pay, is by excess of 
exports over imports. Has there been a surplus of 
exports over imports of this amount in recent years ? 
—No, there has not. 

594. The figures you gave us do not show a surplus 
of 33 crores. I think, in the year 1897-8, you have 
put the surplus at 26 crores ?—-28 crores. 

595. And you have to take from that 10 millions on 
account of gold and silver, which are excluded from 
your figures ?—Less than that, I think. 

596. The imports of gold are given here foy.1897-8 
at Rx. 7,281,000 and the exports at Bx. ’2,373,000, or 
an excess of nearly 5 millions, and in silver the excess 
is over 8 millions. You hare got to (fcduot 13 {millions 
therefore, from 28 millions. Th«fefpr4 sB tS*t,'India 
exported in order to meet ihat d^t of '38 millions in 
1897-8 was 13 millions ?— 1 That is so. 

597. That means that there was a deficiencyr~°f 

comae it was due to special,.causes, but therp vfn* a 
deficiency—of 18 miIIiqMj?rr-Ye8, 18 mUlifl^tfjgi^of 
rupees. ' ‘ ' 

598. * What would t8at l>e per week; that’^gp^be 
nearly 35 lakhs, per wsnk?^—Yes, about that- 1 
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599. Do you think that if in the year 1897-8 the 
Secretary of State had drawn 35 lakhs a week more 
than he actually did draw, he would have got the 
exchange he did get ?—No, I do not think bo, there 
might have beeq some loss. 

600. The exchange might have been to some extent 
lower ?—Yes. 

601. Therefore the exchange of 1897-8 is to some 
extent an artificial rate ?—Perhaps so. 

602. You will admit that the question of what the 
normal rate of exchange would now be under ordinary 
circumstances is of great importance ?—Yes. 

603. If it. were the case that the normal exchange is 
now Is. 4 d., tile Government of India would have got 
over the preliminary stage at any rate ?—Yes. 

604. On the other hand, if the rate is likely to fall 
seriously, there would be difficulties to meet?—No 
doubt.. 

' 605. I would like to try to enumerate the special 
causes that affect exchange at the present time and 
that have nffected it since the mints were closed. The 
first is that the imports of silver into India have been 
reduced ?—Yes. 

606. That affects the balance of transactions with 
India. Now, last year the imports of silver into India 
were very high, but they had before that been reduced 
by altout Rx. 6,000,000?—Yes. 

607. And that reduction must have a great effect, 
but thut effect has had time to come into full opera- 
tion. The reduction has dow been in operation for 
some three or four years ?—Yes. 

608. We cannot expect any further rise in exchange 
- from that cause. There might be ii further reduction, 

• •but I think it is improbable. Therefore we cannot 

look for any rise from that cause. Do you agree with 
me there ?—I think so. It will probably be less 
marked in the next few years at any rate. 

609. Then there has been another influence at work; 
that is to say, there has been very little addition to 
the Iudian currency since the mints were closed ?— 
Yfts. 

610. There have been about two crores of rupees 
coined from silver taken over from the banka, and 
there is an addition of two crores from the currency 
reserve; but with that exception, I think there has 
been no addition to the Indian currency since the 
mints were closed ?—That is all. 

611. It is a matter of inference, and most people 
would dra^ the inference, that that limitation of 
increase would have had some effect in raising the 
general value of the rupee in India ?—No doubt. 

612. I believe that there are men who hold that the 
quantity of money has nothing to do with prices, but 
the majority of men hold that it has, and, if it has 
something to do with them, that restriction must have 
had some influence in the direction of lowering prices 
in India. Now in this despatch of the Government of 
India I think that is the only influence that they 
refer to ?—I propose to defer my evidence as to that 
point till later on. 

613. You are aware that there has been considerable 
borrowing by India in England in recent years, and 
that also has affected exchange ?—Yes. 

614. Rorrowing in England has very much the 
same effect as a reduction of the drawings of tho 
Secretory of State ?—Yes. 

615. Recause it creates a special demand for an 
equivalent amount of his bills ?—Yes. 

616. And that of course favourably affects exchange 
more or less ?—No doubt. 

617. Then there is another influence, which I sup¬ 
pose is over now, but which had some effect in putting 

‘ down exchange, and that is, the remittance of capital 
from India to this country ?—Undoubtedly. 

618. We cannot say what amount was remitted ; 
but. there has been since the mints were closed an 
adverse influence to a rise in exchange ?—Yes. 

619. The effect of the famine would be to reduce 
exports, and probably imports too, but, onthe»^hole, 
1 imagine it would reduce expoHs nK>te than iBpsils ? 
—I should say so. 
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620. And if so, it would be in the direction of 

bringing down exchange ?—Of lowering exchange, 
ye8. ' . •= 

621. The htst harvest in India has been an unusually 
good one ?—It lias. 

622. And that would increase the exports, naturally? 
—Yes. 

623. That would be a favourable influence ?—Yes. 

624. That is rather a special stimulus ?—Yes, and 

the higher the prices- 

625. I am coming to that. I suppose you would 
admit that the war between Spain and America has 
been beneficial also ?—It has caused the price of wheat 
to rise, and no doubt has helped the exchange. 

626. That has affected the exchange in India ?— No 
doubt. 

627. There is one question which I do not know 

whether you would like to answer now. You know 
the exchange fell some time after the closing of the 
mints, and it has risen since ; and we know certain 
causes that have affected exchange—some in the direc¬ 
tion of raising it and some in the direction of lowering 
it. There is one cause that the Government of India 
lay stress upon, and that is the rise in the value of 
the rupee owing to the restriction of the currency ? 
—Yes. _ 

628 I)o vou think it is fair to rely on that alone and 
leave ont all other possible causes?—No, I certainly 
think that other influences have combined ; but there 
have been adverse influences which may have counter¬ 
acted the favourable influences. 

029. But what I mean is that there are a number of 
influences acting on tho exchange at the present time, 
some favourable and some unfavourable, and it is not 
quite safe, is it, to rely on the contraction, which is, 
after all, a doubtful contraction, in the currency of 
India?—Possibly so. 

630. And furthermore, if you rely on that contraction 
of the currency—if it- has increased the value of the 
rupee—it has only done so by lowering prices in India ? 
—Unless it so happens that prices on this side are also 
higher; but even then they must have been lower than 
they otherwise would have been. 

631. And I think you said yourself that you cannot 
trace in the prices of India that fall that would, or 
might, have been produced by contraction ?—No, I do 
not think you can. 

632. There are a number of real causes acting on 
exchange, and there is this which may be a real and 
very important cause, but it is a matter of inference, 
and we canuot trace its effect on prices, and, therefore, 
do you think it^rould be safe to rely altogether on it? 
—I think to rely on it as the one factor would be 
altogether unsafe. 

633. It is not safe to say that is the only factor ?— 
No. 

634. We cannot trace its effect on prices, and we 
know there are other causes; we cannot, therefore, 
put aside all other causes and say this is the only 
cause ?—Do not the Indian Government "also point to 
something in tbe paper currency ? I am not quite 
sure. 

635. I think what you refer to had reference to the 
question of loanable capital. When there was a large 
quantity of loanable capital in Calcutta, the banks 
which held rupees sent the rupees to the currency 
department and kept notes ?—Of course there may 
have been a considerable contraction of the currency 
which is not apparent in prices, and a considerable 
amount of hoarding may be still going on. 

636. But if there is a contraction of the currency 
affecting the value of the rupee, it can only show 
itself in prices? That is the important question ?—It 
may have been there in prices, although it is not 
apparent. 

637. I do not say it is not there ; I merely say that 
you 8re not able to put your finger on the prices and 
say there it is?—No, and probably you will never be 
able to. 

G38. You may assume or infer a contraction in 
curreucy, but you cannot, prove it, and you may 
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assume or infer that there has been a fall in prices, 
but you cannot prove it ?—That is so. 

639. Now, let us look at the matter a little further. 
Exchange was Is. 1 d.; it is now 1*. 4 d.; that is a 
difference of 3d. Now, you may take it from me that 
the fall in general prices corresponding to that, if 
there was such a fall, would be 18 per cent., which is 
very considerable ?—Yes. 

640. It would mean that the burden of debt in 
India—the burden of debt at Is. 4 d. as compared with 
l#. Id.— would be increased some 20 per cent.?— 

Yes. 

641. You have not seen any evidence that there is 
such a great increase in the burden of debt in India as 
that?—No. 

642. Probably there may not have been a general 
fall of prices to that extent. But that is what it 
would mean—a fall of 18 per cent, in price means an 
increase in the burden of debt of about 20 per cent. ? 
—No doubt. 

643. If the mere stoppage of the coinage of silver, 
and the ceasing to pass rupees into currency, has 
raised exchange from Is. Id. to Is. 4 d. in three years, 
that is at the rate of Id. a year, and the rise of another 
$d. would make the gold standard effective ?—Yes. 

644. You have only to wait for a year if things go 
on as they are supposed to have been going ?—That is 
80 . 

645. And if that is the case, it would not seem to 
be necessary to take any violent measures ?—No 

doubt. 

646. If in three years a contraction of the currency 
causes a rise of 3d., and if a further rise of \d. would 
bring in any quantity of gold, no very drastic measures 
seem necessary ?—No. 

647. I do not know whether you would care to 
answer this question or not—whether these proposals 
of the Government of India are approved by the 
Secretary of State in Council ?—I am not authorised 
to answer that. 

648. I daresay you will recollect that when the 
mints were closed the banks were importing a large 
quantity of silver, and that for several reasons the 
Government agreed to take that over, and save them 
a certain amount of loss?—Yes. 

649. The Government of India proposed to sell that 
silver, and the Secretary of State refused, and the 
silver had to be passed into the currency ?—Yes. 

650. The correspondence is all here. I do not 
know whether you recollect the reason he gave ?—I 
think he said it would give another blow to silver. 

( Chairman .) We can get that best from Mr. Finlay. 

651. (Sir David Barbour.) I believe that since the 
mints were closed two millions were added to the 
currency out of the paper currency reserve ?—That is 
so. 

652. And the proposal now is to reduce the currency 
by six millions ?---That is so. 

653-4. If those four millions had not been added to 
the currency it would have been suffifcient to reduce 
the currency now by two millions ?—Yes. 

655. So that, in fact, the Government of India has 
increased the currency since the closing of the mints, 
and is now proposing to reduce it ?—To reduce it ii’ 
necessary. 

656. As far as may be necessary ?— As far as may 
be necessary only. 

657. I believe, when the mints were closed, an 
attempt was made to keep up exchange by stopping 
Council bills ?—Yes. There was great pressure put 
on the Secretary of State and the Government of 
India, and that was tried and it failed. 

658. It led to considerable borrowing ?—It did. 

669. To meet the requirements for the time being 

of the Secretary of State ?—Yes. 

6601 I do not think that money was ever repaid ?— 
I do not think we have reduced the sterling debt since 
♦hen. 

661, ,'Jju the establishment of a gold standard the 
increase o$ the •sterling debt is a serious matter, and I 


think it would be fair to say that borrowing that 
begins as being temporary may and generally does in 
the case of India end by being permanent?—I am 
afraid that has been the case mostly. 

662. And, of course, if we had another famine or a 
great war, we should have to borrow still more ?— 
Possibly—I think so. 

663. There is a risk of it, at any rate ?—Yes. 

664. That is to say, borrowing or not borrowing in 
sterling is not always at your option ; there may arise 
circumstances which force you to borrow ?—No 
doubt. 

665. Do you not think that the increase of those 
gold liabilities is an obstacle iu the way of tho estab¬ 
lishment of a gold standard ?—I think there is a great 
deal in that. 

666. The more the Secretary of State must draw 
the greater the tendency in the exchange to fall ?>— 
That i9 so. 

667. I do not say that the increase of debt may not 
have been worth more than it has cost; I am merely 
talking of the establishment of a gold standard ?— 
Quite so. 

668. Then there is the question of establishing a 
gold reserve. The Government of India propose to 
borrow for the purpose. Of course that may be the 
only way of doing it, but it increases the gold 
liabilities, does it not ?—Yes, and you have to consider 
that if you succeed in establishing a gold standard you 
have less to pay as far as rupees go. 

669. Do you think the Government of India is in a 
much better position now financially than it was a few 
years ago ?—Yes. 

670. Do you think it would be possible for the 
Secretary of State to establish a gold reserve, in this 
way, namely, by drawing half a million a year; that 
is to say, getting his reserve out of revenue instead of 
by borrowing ?—No doubt that would be possible, but 
it would take longer to bring about. It might be 
sounder, but it would lengthen out this peril.d of want 
of confidence. 

671. But I think you have admitted that no scheme 
possible now is likely to produce immediate confi¬ 
dence ?—That is so. 

672. I admit that there is the objection that what 
I suggest would prolong the uncertainty ?—Yes. 

673. But it would be a safer and sounder view ?— 
It might be sounder, I do not say it would be. 

674 It has the advantage that you have not got to 
pay interest?—It has also the disadvantage that 
during the period of transition it requires more rupees 
to pay your sterling obligations, that is, if you succeed, 
and succeed speedily, aud get over your difficulties 
speedily, you have the advantage of having the 1*. 4 d. 
rupee. 

675. You have ; but, looking at that from the point 
of view of the despatch of the Government of India, 
they say that the Is. 4 d. is going to be permanent, 
and that there is no danger of a fall ?—Except that 
they still fear the want of confidence. 

676. But that want of confidence I do not think 
would bring down the value of the rupee ; it might 
raise the rate of discount ?—The want of confidence 
will no doubt raise the rate of discount, and to some 
extent also it will reduce the rate of exchange, 

677. No one can doubt that if it were possible to 
establish a gold standard immediately, that would be 
the course ?—That is what I maintain. 

678. But there may be some doubt as to whether 
that scheme would succeed or not ?—Yes, and that is 
a very serious question. 

679. If you bought your reserve out of revenue you 
might prolong the agony, no doubt, but you might 
escape a serious failure ?—No doubt. 

680. And, at any rate, you would not have to bear 
the charge for interest ?—Yes, that is true. 

681. Of course the proposal to melt down Ex. 
10,000,000 is a very big proposal ?—That is so, but I 
think it is only “ if necessary.” 

682. How would you determine whether it is 
necessary or not ?—I think on the same assumption 
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as you yourself rather went on before; that is to say, 
if gold does not come to the mints, it is a sign that 
rupees are redundant, 

683. The difficulty I feel is this. A reduction in 
currency would probably affect exchange, but we have 
very little experience of the effect of suddenly and 
largely reducing the currency. It might take a 
considerable time before prices and exchange were 
affected. You might reduce by 10 millions in one 
year and not get the effect of that for two or three 
years. You might effect a gradual reduction of prices, 
but such a reduction all over India would probably 
take a considerable time. Therefore it is impossible 
for anybody to say that you would get the effect of 
the reduction in a single year. Under those circum¬ 
stances how could you say that the reduction of 
10 millions would be sufficient or not ? You would 
have to wait and see what happened. I am putting 
forward these difficulties because they ought, of course, 
to be considered ?—I daresay you might have to 
wait. 

684. I asked you whether you thought it would be 
possible for the Secretary of State to draw a certain 
amount every year in excess of his ordinary require¬ 
ments, and you objected that that would prolong the 
uncertainty. Now I should like to ask you whether 
that reduction of currency could not have been carried 
out, or could not even now be carried out, gradually. 

I may tell you I always contemplated that it might be 
necessary to reduce the Indian currency; but the 
idea in my mind at that time was to do it gradually; 
to do it at the rate of a crore a year and let there be 
time for the effect of it to manifest itself throughout 
the country. But, I suppose, if a proposal of that 
kind were made now, you would raise the same 
objection ?—Yes. 

685. If it had been adopted in 1893 we might have 
had the whole effect of the reduction by this time ?— 
No doubt. 

686. (Sir J. Muir.) Do you not think that in 
India, owing to the increased population and the ex¬ 
tension of trade, the country requires more currency ? 
-—But more is obtainable under the present rules. 
As much as is required is obtainable in return for 
gold. 

687. That is a matter of opinion ; but I think it is 
generally recognised that extended trade does require 
more currency in any country. Is that your opinion ? 
—There is no difficulty about obtaining currency if 
they choose to pay for it. The Government, of course, 
will not give away currency for nothing. 

688. The effect of the closing of the mints has been 
to reduce currency. If we had been allowed to Sbnd 
silver, and to get that silver coined, there would have 
been an increasing currency in the countiy to meet 
the legitimate operations of the extension of trade ?— 
That silver had to be bought, and all that is now 
required is that, instead of giving the gold for the 
silver, you should give the gold to the Government of 
India. 

689. I think it is generally recognised that in¬ 
creasing population and increasing trade requires an 
increase of currency ?—Undoubtedly, to carry on the 
trade of the country. 

690. Then do I understand you rightly to say that 
the majority of the chambers of commerce in Madras 
disappiove of the closing of the mints ?—I think I 
said that the chambers in Madras, so far as I knew— 
it is a long time ago, and I have not refreshed my 
memory—were divided on the subject. 

691. But they opposed it, did they not?—Possibly. 

692. Suppose the question were now put before the 
Chamber of Commerce of Bombay; whether they 
approved or disapproved, have you formed any 
estimate as to what tho result would be ?—I have not. 

693. Or the Chamber of Commerce of Calcutta ?— 
As to Calcutta, I understand they do not want the 
mints re-opened; and I understand that that is the 
view in Bombay and Madras. I think practically all 
the chambers of commerce in India want to see the 


gold standard made effective. They do not want to 
have the mints re-opened. 

694. I should like to test that by a vote ?— 1 That is 
my impression. 

(Chairman.) On page 26 of tho “Correspondence 
**. respecting the proposals on currency made by the 
“ Government of India ” there is this passage in .the 
letter of the Secretary of the Chamber of Commerce 
at Bombay to the Government at Bombay, dated 
March 2nd, 1898 :—“ My committee accordingly think 
“■ that the best cliauce of arriving at a solution of the 
“ immensely difficult problem lies in appointment of 
“ a committee of experienced financiers similar to 
“ that which sat in 1893, and this measure thererore 
“ they respectfully but strenuously advocate.” That 
is what has happened. We are the committee appointed 
on that basis. 

695. ( Sir J. Muir.) We all know the great poverty 
of the natives of India and we all know that in 
London, Glasgow, and elsewhere, large sums were 
subscribed for them during the famine period. In 
that pinch, do you suppose that the natives tried to 
get something, in whatever way they could, upon 
their ornaments?—I have no doubt they did, but I 
question very much whether many of the natives who 
were brought to the pinch of starvation had many 
silver ornaments. 

696. Bnt you kuow that in the mofuntil, and 
generally over the country, if a woman can get an 
ornament, she likes to have it, and when the pinch 
comes, she rather parts with that than starve herself 
or see her children starve ?—No doubt. 

697. I think that pinch impressed the natives more 
than some of our friends are inclined to allow. Do 
you agree with me ?—I have seen no indication of it 
at all. 

698. (Mr. Ifambro.) You stated that yon did not 
see any advantage in exports exceeding imports oat 
if exports exceeded imports sufficiently not only to pay 
the debt of India, but also to bring in, say, 5 million 
sovereigns, you would see some advantage in the 
increased trado of India? — I do not know what 
advantage the people would have from the 5 million 
sovereigns. 

699. When the time came for payment of their 
debts it would give them increased currency in the 
country ?—I do not know that that would be much 
advantage to them. It would enable them to buy 
other commodities, but if they imported 5 million 
sovereigns I suppose they would use them at some 
time to buy imports which they wanted. 

700. Then you think the currency is so redundant 
that it does not want any increase ?—The currency, 
I take it, is redundant, till we get to the l«. id. 
basis. 

701. Then you agree with the view that redundancy 
is the difficulty of the maintenance of the rupee at 
1». id. ?—I think so. 

702. Would it not be that the balance of trade being 
less, the rate of exchange would fall below 1». id., 
and yet the internal circulation might be inadequate 
for the wants of so vast a population ?—All I can say 
is that I have seen no evidence of there being any 
shortage of currency. I have never seen any difficulty 
in obtaining currency when it was required. 

703. But it would enable the grower, the poor man, 
to borrow money at a lower rate of interest, while his 
crops were growing?—If the loanable capital Was 
increased. 

704. If there is more currency, say more sovereigns 
in the country, if India is on the basis of a sovereign 
currency, if more sovereigns come into the country, 
surely there must be loanable capital ?>—On that point 
I am not disposed to think that the number of 
sovereigns in the country is an index of the amount 
of loanable capital. 

705. Then do you think that the sovereign would 
be of any use in the hands of the people for currency 
purposes ?—No, I do not think a gold currency is at 
all suitable to India; the transactions are so small. 
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706. "We have before us the minutes of the Her- 
schell Commission, and we know the opinion you 
expressed then as to the boardage of silver by the 
natives. Do you hold that opinion still, or are you 
more of the opinion that Sir David Barbour expressed 
the other day in the exactly opposite sense ?—I have 
no doubt that, if we adopted a gold coinage in India, 
we might get gold out of hoard. If we took to 
coining gold in India, and made gold coins of a certain 
number of rupees legal tender, we might get gold out 
of hoard; and, in that case, I presume, we should 
restrict the rupee to a certain amount of legal tender. 

707. But if there was more coin, whether it be gold 
or silver, the rate charged to the borrower would bo 
less. What I want to get at is, whether these 
exorbitant rates charged to the borrower must not, to 
a certain extent, impede the small man, and whether 
that does not arise from the want of currency in the 
country ?—My impression is that it does not arise 
from the want of currency in the country altogether; 
it may to a certain extent, but my belief is, that it 
is owing to an absence of loanable capital in the 
country. 

708. Bat the preconceived idea about currency 
being redundant I always thought was, that people 
could always obtain coinage on a good rate of interest, 
and that the articles manufactured in the country 
itself would have a tendency to increase in value ?— 
I do not know that that applies to India. It is not so 
far advanced as this country is. 

709. But if there is more coin in everybody’s 
pockets, and in the banks, surely the price which is 
chanced for the borrowing of it on good security must 
go down ?—I do not know how the coin is to get 
there. 

710. I did not ask you that; I said if there were 
more coin in the country ?—If a man has a thousand 
pounds, which he is able to lend this week, and only 
100/. a month hence, he will doubtless be disposed to 
take a lower rate of interest this week than he will a 
month hence. 

711. I asked you whether there was not more coin 
in the country. I was trying to keep distinct capital 
and coin. I was speaking of currency ?—I should 
say that it is purely a matter of loanable capital, and 
that the connexion between loanable capital and 
currency or coinage is a very difficult one to decide. 

712. At all events, you are prepared to say that you 
think that there is a sufficiency of currency in India P 
—There is a sufficiency of coinage in India for any 
man wanting to do an ordinary business, for any man 
requiring it to pay his way. 

713. (Mr. Holland .) You admit that it is a matter 
of vital importance that public confidence should be 
established ? —Yes, very important. 

714. And I gather it is clearly your opinion that 
that confidence would be better obtained by having a 
gold standard rather than by remaining as now, or 
than by resorting to silver ?—I should say that, if we 
can get the gold standard established within the next 
year, or two years, confidence will grow—will 
mature—sooner than it will otherwise. 

715. I gather that in the year 1893, in your 
opinion it was then desirable to aim at a gold standard ? 
—That was the object of closing the mints. 

716. And does it appear to you that it is just us 
desirable now, in 1898, to aim at that standard as it 
was in 1893 ?—Even more so. I think that such 
measures should be taken by the Government of 
India as may be, after careful inquiry, considered 
prudent to make the gold standard effective. 

717. And does it appear now, in the light of subse¬ 
quent experience—apart from desirability—to be 
practicable to establish the gold standard, as you 
thought it was in 1893 ?—I think so. 

718. Do you think that a gold standard is as suited 
to a poor debtor country as it is to a rich creditor 
country?—I think it is, with what is proposed in 
India, to have full legal tender rupees. 

719. You tell us there has been a large transfer of 
capital from India. Am I right in supposing that in 


your opinion that transfer has been made because it 
was doubted whether or not the Government would 
go for a gold standard ?—Yes. 

720. Have you heard of people with large capital 
hesitating to send out their capital to India because 
they thought the Government was involved in an 
impossible task ?—Yes, 1 think so. 

721 v Do you hold that the interests of India have 
not suffered from the closing of the mints ?—I main¬ 
tain that the interests of India have not suffered by 
the closing of the mints. 

722. You said just now that, in your opinion, 
“ sucli measures should be taken by the Government 
“ of India as may be, alter careful inquiry, considered 
“ prudent to make the gold standard effective.” I do 
not know whether the proposals of the Indian 
Government would be, in your opinion, in that cate¬ 
gory ?—Well, I should like to reserve my opinion on 
them. 

723. In the Report of Lord Herschell’s Com¬ 
mittee, an interval was suggested between the closing 
of ihe mints and the establishment of a gold standard. 
In your opinion has that interval been sufficiently long 
to justify our dow going forward?—I think that that 
is a question which you would better get from me 
when I am asked my opinions on the proposals of the 
Government of India. 

724. (Mr. Campbell .) First of all, with regard to 
what you call the speculative shipments of silver 
which you say went on in 1893. Is it possible that 
there may be another explanation than what you call 
speculative shipments. There were two influences 
strongly at work at that time. There was, first, on 
the one hand, the influence that the Sherman Act 
would be repealed, and also the possibility that the 
Indian mints might be closed. Both these influences 
tended to make holders of silver very anxious to get 
rid of it. Those who had silver wanted to get rid of 
it before there came the fall, which they thought to 
be inevitable. That was one influence. TheD, on 
the other hand, thei e was this: that the Indian 
merchants were apprehensive that the closing of the 
mints might lead lo a very great rise in exchange; 
that exchange would go up to Is. 4 d., so that their 
anxiety was to fix their exchange and sell their bills 
to the utmost possible extent before the rise canoe. 
An operator in exchange at that time was able, on the 
one hand, to buy silver very freely, and on the other 
hand t.o purchase bills, and so close his transaction at 
a profit. Now you would call that perfectly legiti¬ 
mate, would you not ?—Perfectly legitimate. 

725. I think that is the explanation of what is 
called these speculative shipments of silver?—The 
only point that I should like to make upon that is 
this. You say merchants were anxious to sell ex¬ 
change. I think a good many of them did a good 
deal more than sell exchange. I do not accuse the 
hanks of doing it—not for one moment—I do not 
accuse the banks of having speculated to the extent 
of a thousand pounds. 

726. I wanted to get that quite clearly ?—Just so, 
I may not have made myself clear on the point. The 
speculation I referred to was on the part of merchants 
and others. 

727. Now, with regard to the monetary question, 
you ssv that the stringency is mainly due to the 
want ol loanable capital ?—Yes, 

728. W : th regard to that point there has been ro 
fresh addition to the circulation since the closing of 
the mints. The Government in their despatch said 
that the average annual coinage while the mints were 
open was 7 crores of rupees ?—Ye3. 

729. In the five years that have elapsed this means 
a stoppage of currency of 35 crores ?—Not neces¬ 
sarily. You may take it that 7 crores that were 
coined every year—the whole of India’s imports of 8 
silver—passed through the mints, but it was melted 
down again. 

730. But I am going to allow for that. I saV that 
means a stoppage in currency of 35 eroreg," and, 
making allowance for the melting down of the rupees 



MINUTES OF EVIDENCE. 


29 


into ornaments, this must mean a starving of the 
currency during that period to a very large extent?— 

I maintain that it is impossible to say how much was 
melted down. 

731. The Government estimate that of the 7 crores 
3^ went permanently into currency and 3£ was melted 
down ?—Yes. 

732. (Sir D. Barbour.) May I ask whether any 
grounds were given for that estimate ?—It is im¬ 
possible to make any exact calculation. 

(Sir D. Barbour.) Are there any reasons given for 
adopting that estimate ? 

(Mr. Campbell.) They do not give any reasons. 

(Sir D- Barbour.) I am not aware of any reasons 
for saying that the addition was or 4 or 6 crores ; 

I believe it is impossible to say. 

( Witness.) I maintain that it is impossible to say. 

733. (Mr. Campbell .) Still, thero is a good deal of 
it added to the currency, and a good deal melted 
down?—Yes. There is one thing perfectly clear, 
that, before the mints were closed, the whole of the 
silver that was imported went through the mints, and 
practically the silver that was made into ornaments 
got the hall mark of the Government. 

734. But, taking into account the shrinkage in 
various ways that has been going on, and the increased 
requirements of the population and of trade, the 
currency must have been contracting in relation to 
trade requirements during that period ?—No doubt; 
but, owing to the circumstances I have explained, it 
got more redundant just before the closing of the 
mints. 

735. (Chairman.) However, you admit it has been 
contracted ?—Yes. 

736. (Mr. Campbell.) Then you say the reason for 
the deafness of money is the want of confidence in 
the stability of the rupee ?—Yes. 

737. Now, a good deal of capital was remitted home 
when exchange touched 1.?. Ad. ?—And a good deal 
was remitted about 1893. 

738. And yoars before that ?—Yes. One bank, I 
know, as a matter of fact, remitted its capital at an 
average of Is. 3 \d. 

739. That was after 1893 ?—That occurred in 1893. 
It was mentioned in the Eeport of 1894. The whole 
of its capital was transferred to this country. This is 
evidence of the loanable capital of the country having 
come out of India. 

740. Without going into detail as to the process by 
which this transfer of capital is carried out, you agree 
that these withdrawals of capital have had some 
influence in preventing exchange advancing to gold 
point ? —I do. 

741. In other words, influencing currency in the 
direction of scarcity by preventing the natural addition 
which would otherwise have gone on ?—None of that 
currency has, of course, come out of the country. For 
instance, a bank might remit its capital of, say, half a 
million. It did not send home that amount of silver. 
The bank bought merchants’ bills for its remittances, 
and on realising these bills when due it kept the 
money there and did not, as in ordinary cases, buy the 
Secretary of State’s bills. 

742. It indirectly bought produce ?—It bought bills 
drawn against produce. 

743. And'that produce went home. nr,d there was 
no return back for it ?—That is so. 

744. Then take the native bankers and traders 
throughout the country by whom the large internal 
trade of the country is conducted. Would this want 
of confidence in the stability of the rupee extend to 
them ?—I doubt it. It would extend to the specu¬ 
lative Marwari down in Bombay aud Calcutta; I do 
not think it would have much effect up country. 

745. They would not understand the difference 
between the exchange value and the intrinsic value ? 
—I do not think the people up country know very 
much about it. The speculation I talk of is mostly 
done in the ports. 

746. Would you think then, that there is any 
inducement to hoard rupees still ?—I think there is as 


much as ever. The native is accustomed to do it 
from time immemorial; and I do not see why he 
should stop it. 

747. But no one would hoard a thing that has fallen 
in value ?—I do not think the native knows anything 
about falls in value. If the native gets a rupee in 
excess of his requirements, he either buys a bangle or 
ornament with it, or stores it away. 

748. Then you still think there is plenty of currency 
for the purposes of trade ?—My belief is that there is 
sufficient currency in the country to carry on the day- 
to-day transactions of the country; bpt there is a 
shortage of loanable capital. 

749. You say that the mere fact of the high rate of 
interest is in itself no indication of a scarcity of 
currency ?—I do not think it is in itself. They may¬ 
be allied to some extent. 

750. You recognise that there was a plethora of 
currency in 1893?—I think there was a plethora of 
currency in 1893, but that currency took the shape 
of loanable capital. 

751. I would like you to define what loanable 
capital is ?—I will explain what I mean. My opinion 
is that from 1892 to 1893 there was a considerable 
speculation in silver in India. A merchant sold bills 
for, say, 100,000/.; the banks bought silver against 
that, and had it coined, and kept it in the shape of 
currency notes in the Bank of Bengal until these bills 
were presented. They may have been sold for delivery 
several months ahead. The merchant had. no bills to 
offer, but he put off the transaction for another six 
months, and then probably closed the transaction by 
buying and delivering a bank bill. In that way there 
was more currency left In the hands of the banks than 
there would be now for the ordinary legitimate 
requirements of trade. 

752. Does that imply that the loanable capital lay- 
in the bauks in the shape of currency ?—-In the shape 
of currency. It was imported into India, and there it 
lay uutil it was worked off. 

753. Then the rate went down to 2 or 3 per cent. ? 
—It did. 

754. Then if that is so, why should not a 12 per 
cent, rate and a shrinkage of the balances in the 
Presidency banks mean that currency is scarce now ? 
—I have' seen no evidence .of the currency being 
scarce in India. I came home from India tfie other 
day. While I was in India I saw no evidence of 
scarcity of curreney I had no difficulty in getting 
any currency I required. 

755. Then you Baid this in reply to Mr. Hambro. 
He put it to you that if India exported five millions of 
produce in excess of her imports and took that five 
millions back in sovereigns, that would be an advantage 
to the country, and I think you said that you did not 
see that it would make very much difference ?—I do 
not think it does. 

756. Do not you think that that depends on the use 
the country puts it to ? If Tndia were to get five 
million sovereigns for the price of her surplus exports, 
and insteud of coming to London to borrow monoy 
were to make her own railways and do her own public 
works, that would be an advantage to the country ?— 
But I take it that nobody sells more of his produce 
with the object of benefiting the country at large. If 
he exports 1,000 rupees* worth more produce than he 
imports in the shape of goods he gets the money. I 
do not see that it is an advantage to the country ; it 
enables the man next year to provide his requirements 
without doiug so much labour. 

757. Suppose he invests his 1,000 rupees in some 
scheme that he has confidence in, is not that beuefiting 
the country ? The five million sovereigns, if they are 
properly used, would mean an addition to the country’s 
potential wealth ?—I do not think the wealth of a 
country depends on the coin in the country. 

758. The coin can be invested in securities ?— 
These securities represent property. If you add to 
your property, of course you add to your wealth. 
The wealth of the country does not consist in hard 
coin. 
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769. What is true of an individual is true of a 
country. If you employ this surplus which you get 
in excess of your imports in undertaking, with home 
capital, your railways and other public works, is not 
that much better than going to a foreign country and 
borrowing it ?—Then it reduces the balance. You 
say the advantage to the country is when it invests its 
surplus sovereigns in railways. Therefore you wipe 
out the balance. 

760. Then you said that the rise in the rate ef 
interest was a disadvantage to the country while it 
Was in progress, but that if people could see it coming 
they could guard against it ?—That is generally so, I 

think. 

761. Is it no greater burden on the industry of a 
country to have a bank rate of 12 per cent, than it is 
to have a bank rate of 5 per cent. ?—It means either 
a reduction of the price of the products of a country, 
or a corresponding rise on the other side. 

762. But you know that a large portion of the 
industry of India, in fact, of any country, is conducted 
on borrowed money ?—I admit that it is a disadvantage 
—a great disadvantage to the country. 

763. (Mr. Le Marchant.) Are the native producers 
of India as largely employers of paid labour as 
European capitalists in India ?—No, they are not. 

764. So that possibly, in that sense, the value of 
the rupee does not come before them in so direct a 
way ?—No. 

765. They would look rather on the value of the 
produce on which they have to bestow their own 
individual labour ?—No doubt. 

766. Suppose any increase in the value of the 
rupee is a tax upon them, would they have some 
compensating advantages in the way of increased 
railways, steamship lines, and so on?—Undoubtedly, 
and also in the shape of the avoidance of other 
taxation. 

767. You were asked as to the opinion of the com¬ 
mercial community on the policy of 1893—whether 
that policy had been wise or not; it is possible that 
the community are more concerned in discussing 
what ought to be done now than in going back to 
what was proposed to be done some years ago ?—I 
think that is so. That is what I found when I was 
in India. 

768. With regard to exchange, would it be the case 

that any demand would have the same effect on 
exchange ; that is to say, that, so far as exchange is 
concerned, it is immaterial whether the money seeking 
remittance is borrowed by way of loan, or is inde¬ 
pendent capital being sent out to be employed?— 
Precisely. ^ 

769. In endeavouring, then, to arrive at a rough 
estimate of the normal balance, just as exports are 
taken to represent, in a certain proportion, remittances 
from India, Government remittances, or private 
remittances, would you consider that, to a certain 
extent, imports represent remittances out ?—Un¬ 
doubtedly. 

770. Just so far as capital in any form is being 
remitted out it is not seeking for an immediate return 
that year ?—No. 

771. For instance, if imports represent capital sent 
out, the return for which is to come iu later years, 
one would not necessarily expect to find corres¬ 
ponding exports withiu that year to cover it ?—Not 
necessarily. 

772. So that in analysing any balance of trade one 
would not assume that all the imports were calling for 
immediate payments, but they might be remittances 
out, exactly as exports are remittances home ?— 
Precisely. 

773. With regard to the scarcity or otherwise oE 
currency, do you think there were circumstances of an 
exceptional nature in the past year that diverted 
money from banking centres ?—I have no doubt that 
the famine and the military operations drew a great 
deal of money up country. 

774. And the expenditure on those operations may 
have tended to raise prices where that money was 


expended, although the prices iu another part, of the 
country might be lower ?—No doubt. 

775. With regard to the withdrawal of capital from 
India, I think you said that the actual total currency 
in itself had not been diminished, because no rupees 
are shipped out of the country ?—Just so. 

776. But so far as exports were required to eoavey 
these remittances from India to England, India did 
not have the advantage of using the sterling proceeds 
of those exports; just so far as the sterling proceeds of 
that portion of the exports might have come back in 
gold, in that particular case the gold would have 
caused an addition to the currency ?—Yes. 

777. May I ask, from your own experience in 
shipping matters, whether there is any evidence in the 
receipts from freights or the payment of wages that 
there is any difficulty in obtaining currency ?—None 
whatever. 

778. Would you attribute the unwillingness of the 
community to send out gold to their anticipation that 
the policy of the Government might not be main¬ 
tained ?—I think I should attribute it entirely to the 
fact that there was a doubt as to whether the 
Government seriously intend to maintain that policy. 

779. (Sir F. Mowatt.) It has been pressed upon 
you that, if the hoarded ornaments have to be brought 
out and sold, that constitutes a loss to the natives who 
have hoarded them. But surely the raising of the 
purchase power of the rupee has enabled the natives 
to purchase more ornaments with the same number of 
rupees ?—Undoubtedly. 

780. Having regard to the recent fall in the value 
of silver, that would represent an absolute benefit to 
the natives who bought ornaments during the time the 
low prices obtained ?—That is so, no doubt. 

781. Another thing pressed upon you was that 
prices were not affected in India to the small producers 
by a rise in the value of the rupee; but I think you 
said that if rents were drawn by the Government in 
rupees at a certain period of the year, the small 
producer was obliged to take a lower price for his 
crop during that time ?—I think what I intended to 
say was that, if it so happened that when the rent is due, 
and rent has to be paid, there is not much loanable 
capital to be had from the Marwaris up country,‘from 
whom the ryots borrow on the strength of their crops, 
and that they have to pay a higher rate of interest. 

782. Then it does affect the prices so far as the ryot 
is concerned?—Naturally. 

783. But if he has to pay a higher price he has less 
disposable money ; and does not the same principle 
affect the people whom he has to pay. If he cannot 
pay the same amount for anything as he could before, 
is not the labourer compelled to pay a little less for his 
labour ?—Most of the ryots do their own cultivation. 

784. Now, on the general question, have you con¬ 
sidered what the Government of India has gained or 
lost by the closing of the mints in 1893 ?—I have 
made out these figures for you ; Bills and telegraphic 
transfers sold from the 27th June 1893 to the 31st 
March 1898 inclusive amounted to Rs. 109,47,11,773, 
realising in sterling 63,639,879?. If they had been 
sold at the rate of 1$., they would have realised only 
54,735,589?. So that the difference between the 1#. 
and the rate that has actually ruled has amounted to 
8,904,290?.—practically to 9,000,000?. sterling. 

785. (Chairman.) How many rupees would that 
represent at the same rate ?—18 crores of rupees. 

786. That would have been an increase on the 
taxation of India ?—The taxation of India would 
have had to be increased in the last five years to the 
extent of 18 crores of rupees to put the Government 
in the same sterling position as it is to-day. 

787. Who has to pay that 9,000,000?. ?—It has 
been practically an indirect tax on. the people. I hope 
a good deal of it has been got out of the sterling buyer 
on this side. 

788. (Sir D. Barbour 4 ) Does your calculation 
refer only to the drawings of the Secretary of State? 
—That is all. 
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789. Because there are other charges to be met in 
India which are settled or fixed on a sterling basis ? 
—^No doubt. This is purely bills and- telegraphic 
transfers. 

790. ( Sir F. Mouxtit.) As to the general effect of 
your evidence, the Committee may take it, first of all, 
that you are opposed to the re-openiDg of the mints ? 
—I am. 

791. That you favour the establishment of a gold 
standard ?—Yes. 

792. And that you consider the rate of the rupee 
for that purpose may practically be assumed at 
is. 4d. ?<—I do. 

793. You limit your evidence at this stage to the 
proposal of the gold standard ?—That is so. 

764. (Chairman.) Simply to clear up one or two 
points in your evidence, let me nsk you two questions. 
One is as to a matter of fact, and the other is as to a 
matter of opinion. First, with reference to the figures 
that Sir David Barbour took you over, as to balance 
of exports over imports in 1 #96-97 and 1897-98. 
Those were the two famine years ?—Yes, 

795. The year before, that is, in 1895-6, the excess 
of exports over imports was Ex. 44,946,745 ?—Yes. 

796. Do you consider that the great reduction from 
Ex. 44,946,745 to Ex. 28,145,700 was practically 


owing to the famine ?—The famine and the plague 
together. 

797. Then you were asked about accumulating geld 
out of revenue. With your experience as a member 
of the Legislative Council of India, and your expe¬ 
rience of public affairs generally, do you think it 
would be possible for the Government of India to 
accumulate so large a sum as three or four millions of 
gold, and still maintain the same rate of remittances 
to the Secretary of State. in other words, do you 
think the Government would be compelled to part 
with that gold or reduce taxation ?—Given a period of 
four or five good years, good revenue and good rains, 
and carefully looking after expenditure, it is possible 
they may be able to do that without increasing 
taxation. • r : 

797a. I did not say without increasing taxation, I 
said without reducing taxation. For instance, I do 
not know whether you are aware that there is a very 
strong feeling in the House of Commons with refer¬ 
ence to reducing the taxation on salt. Do yon. think 
the Secretary of State would be able to oppose a 
reduction of the salt tax, and at the same time to 
confess that he had an accumulation out of revenue 
of five millions of gold ?—Of course I see that 
difficulty. 
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Mr. James Edward 0’Conob ; 

798. (Chairman) You are the director general of 
statistics to the Government of India ?—Yes. 

799. How long have you occupied that post? 

—About three years, since May 1895. 

800. What department were you in before that ? 
—In the Finance Department; I am there still; I am 
ex officio assistant secretary in the Finance 
Department. 

' 801. You have been in charge of the Trade Depart¬ 
ment for a good many years ?—Yes, since 1875. 

802. Therefore, for 23 years you have been graft* »» 
tiddly in the Trade Department ?—Yes. 

803. And for how many years have you written 
your annual reviews of the trade of India ?—I wrote 
the first in 1875. 

804. Then the official reviews of the state of 
Indian trade for the last 23 years have been written 
by you ?—Yes. 

805 And you are of course familiar wir.h the whole 
course of trade during that time?—Yes. 

806. Starting from the year 1885—how was trade 
affected by the depreciation in the value of the rupee ? 

_ 1 cannot say that the trade was really affected in 

its volume. What happened was that there was a 
considerable restriction from time to* time and 
embarrassment in carrying out transactions, but ou 
the whole f cannot find that exchange really had any 
practical effect either on the volume qt on the value 
of trade. 


i C.I.E., called and examined. 

807. Let us illustrate that remark by a figure, I 
see that in 1885-86, according to some figures which 
have been laid before us, the import of merchandise 
was Ex. 51,000,000 ?—Nearly Ex. 52,000,000. 

808. It will be best to take round figures. In 
round figures it was Ex 52,000,000 ?—Yes. 

809. Then it steadily increases until 1890, and then 
it drops. It is in 1890 Ex. 69,000,000, then in 

1891- 92 it goes down to Ex. 66,000,000; and in 

1892- 93 it goes to Ex. 62,000,000 ?—1890 was a very 

'exceptional year. That was a year in which there 
was a very rapid and singular rise in the value of silver 
and in the exchange value of the rupee. It rose 
quite suddenly on account of legislation in the United 
States, and there was an enormous temporary increase 
in the imports in that year. That was followed of 
course as usual by a restriction in the two following 
years. * ' ' 

810. In 1890 it was Ex. 69,000,000, in 1891 Ex. 
66,000,000, in 1892 Ex. 62,000,000, and in 1893 Ex. 
73,000,000?—1893 was another exceptional year. 
That was the year of the closure of the mints, and 
there was a sudden rise in the value of the rupee, and 
there was also a suspension of Council drawings. 
That accounted for the increase in the imports in that 
year. 

811. Then the effect of those figures Rnd those 
explanations vyhieh you have given ns is this, if I am 
correct; So far as imports are concerned you do not 

» 4 
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think they were affected either in volume or value by 
the depredation in the value of the rupee or by the 
closing of the mints ?—Quite so. 

812. It seemed to be outside the question altogether ? 

—Quite so. 

813. In 1885-86 the exports were practically Rx. 
84,000,000?—Yes. 

8J4. Then the next year they go to Rx. 88,000,000, 
and they keep rising until in 1891-92 they reach 
Rx. 108,000,000 ?—Yes. 

815. The highest point that they ever seem to have 
reached was in 1895-96 ?—These figures include 
re-exports. It would be much better, I think, to 
confine ourselves to exports of Indian produce alone. 

810. Now you see the line I am going on, will you 
give me your own figures in your own way ?—In 
1885-86 the exports of Indian produce were nearly 
Rx. 81,000,000, anil they went up in the next year 
to nearly Rx. 85,000,000, then to Rx. 86^ millions, 
then to Rx. 92J millions, then to Rx. 99,000,000, 
and then they fell to Rx. 96,000,000. 

817. What was the year of Rx. 99,000,000 ?—The 
year 1889-90. Then they fell again to Rx. 96,000,000, 
rising in 1891-92 to Rx. 103A millions, then Rx. 

102,000,000, then Rx. 102,000,000 again, then Rx. 
103f millions, then Rx. 109J millions, aud then we 
have had two famine years, when they fell to Rx. 100 
and 93 J millions. 

818. That is the last year ?—Yes, the last two 
years. 

819. What do you say as to the effect of the 
depreciation in the intrinsic value of the rupee upon 
the export trade ?—There also I cannot find that the 
exchange has had anything to do with the question. 
You have got a rapid rise in 3891-92 from Rx. 
96,000,000 to Rx. 103^ millions, due to a famine in 
Russia and to the very large consequent export of 
wheat at high prices from India. Apart from that 
there is nothing very particular. 

820. Then when the mints were closed, do you 
see any effect ?—When the mints were closed—that 
was in 1893-94—we had a temporary stagnation of 
trade. The figure then and in the following year was 
Rx. 102,OG0,O00 ; there was only a fractional differ¬ 
ence in the two years; but in 1894-95, the trade 
went up again, and in 1895-96 it increased very 
largely. 

821. What inference do you draw from that?— 
The closure of the mints for a time dislocated 
trade operations, especially with China, to a very serious 
extent. -Tbit only lasted for a few months, but still 
it lasted long enough to show its effect on the volumo 
of trade for the year. The following year things 
recovered themselves, conditions were adjusted, and 
trade went on just as usual. 

822. Then it had no permanent effect ?—It had no 
permanent effect. 

823. Was there anything exceptional in the year 
the mints were closed with reference to the import of 
silver that would affect the trade ?—It would not affect 
the exports of merchandise. There was n large 
importation of silver, but that only lasted for a short 
time. 

824. It had to be paid for in merchandise, had not 
it ?—Yes, of course it had to be paid for in 
merchandise. 

825. To that extent would it not stimulate exports ? 
—No, I do not think so, no more than the importation 
of piece goods or any other article. 

826. What do you consider now the state of trade, 
say, in the last 12 months, the mints being closed ? 
The drawings have been contracted, I think, lately?— 
Yes. 

887. When was the last year of full drawing ? —The 
hst yw of full drawing was 1895-96, and in 1895-96 
we had a- very large trade, amounting to Rx. 109^ 
millions. Following that we had two famine years ; 
we could not export goods because we had not them 
to export. Bat, since November last, trade has been 
reviving, aNt a»w it is extremely active. I should 


look to trade in this year being probably much in 
excess of that of 1895-96. 

828. In the year 1897—98 was the average price of 

the rupee over Is. 4 d. ? —In 1897-98 I think the 
average price of the rupee was something under 
Is. 4 d. . 

829. Now the price of the rupee is rising, anS 
you think the trade is also rising ?—I know the trade 
is rising. The trade has been extremely active since 
last November or December. 

830. Is that normal or exceptional ?—Exceptional 
with regard to the wheat trade, because of the rise in 
the price of wheat. There has been wbat may be 
called a boom in wheat, and we happen to have an 
excellent crop. 

831. Is the increase in the value of exports pretty 
fairly distributed ?—Yes, pretty generally, but we shall 
know more about that later on in the year. During 
the first two or three months of the year we have 
little except rice and wheat to export. Then we come 
on later to tea, indigo, jute, seeds, cotton, and so on. 

832. Would that point to the conclusion that the 
increase in the price of the rupee and its exchange 
value has diminished trade ?—Not at all, I think, 
so far as it is possible to judge yet. The increaso in 
the exchange value of the rupee has been coincident 
with the worst famine we have had in India. It 
began Rbout October 1896, and it still remains to be 
proved whether with the high value of the rupee the 
trade can be maintained I do not see any reason 
to suppose that it will not be maintained. 

833. And you form that opinion in the light of the 
experience you have had since the mints were closed ? 
—Yes. 

834. Your deliberate opinion is that there is no 
ground for supposing that the course of trade in India 
has been injuriously affected by the closing of the 
mints ?—Not the slightest. 

835. Then we may take it that during the last two 
years the normal export trade has been restricted by 
the plague and the famine?—Much more by tho 
famine than by the plague. 

836. You mean the plague in Bombay ?—l r es, 
principally—not only in Bombay, but Karachi 
also, where it was very bad. The plague caused a 
panic amongst tho people, and productive industry 
and trade ceased for a time. 

837. Will you give us your opinion as to what the 
effect has been, if any, of the divergence between the 
intrinsic value of the rupee and its exchange value? 
You have tho India Office diagram showing the 
increasing divergence? — Here is a diagram of mv 
own that I prepared some time ago. [ Witness 
produced a diagram . j 

83S. Do you say your diagram is different from 
that of the India Office ?—Hardly. I think they are 
almost exactly the same. 

839. Has there been any effect from that wide 
divergence?—Any effect on trade ? 

840. Yes ?—No, none at all. 

841. Do you think that the trade in India is large 
enough to carry off the total amount of Council 
Bills, assuming the drawings to go on to their 
present amount? — That is to say something like 
£17,000,000; yes, I think so. We have the 
experience of 1895-96 to show that the thing can 
be done, and, lilthpugh the rate of that year was lower, 

I do not see any„reason why it should not continue 
to carry off the whole amount al the present rate. It 
iB merely a question of supply and demand : we may 
perhaps have to sell our goods more cheaply. 

842. Will you just explain to the Committee the 
actual working of the drawing of Council Bills M 
against exports ?—I am not intimate with the details 
of that arrangement. All I can say about it is } 
when an exporter is ready to do his business he wante 
rupees, and the way in which the rupees can be gut ia 
through the banks, who get the rupees by fmjing 
in gold to the Secretary of State and buying MS 
bills. 

843. In London ?—In London. 
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844. If the rupee is low, if the exchange rate is 
l0W' r <3o you want a larger amount' of exports to buy, 
agrf' 16,000,000/, or.17,000,000/, sterling ?—Yes. 

^845. And if the rupee is high, you want a smaller 
amount ?—You want a smaller number of rupees. 

846. Without saying which way those two contrary 
circumstances would operate, must not they both 
operate upon the state of trade ?—Not on the state of 
trade unless, they operated to affect prices. That is 
the only way in which they could affect trade. 

847. Assuming that is so, if they did affect 
prices it would operate on the state of trade?— 
Yes. ‘ 

848. Have they affected prices?—Not at all. In 
examining the course of prices in India, I can find no 
influence of exchange upon it. I see the effect of 
$8 seasons, and the effect of supply and demand from, 
tune to time, but I cannot find that exchange has 
anything to do with the rise or fall of prices, except 
so far as that there has been a general rise of prices 
in India, which commenced in 1885-86, and was 
ooincident with a very heavy fall in the gold value 
of the rupee. But whether the two things, being 
coincident, are also came and effect, is a point on 
which I feel inclined to hesitate to offer an opinion. 
About the fact there can be no dispute. 

849. Where a man has given 18 rupees for his 
sovereign in one case, and 15 rupees in the other, 
does not that affect prices in India ?—It has not done 
so so far as I can make out. 

850. And So far as wheat, cotton, indigo, or jute 
are concerned, you think that there has been a rise of 
prides ?—In the case of articles which are chiefly 
intended for export, prices have not risen in all cases ; 
in some cases they have remained stationary or fallen. 
The tendency is to follow gold price?. The prices I 
refer to as having risen are prices of ordinary 
food grains, which do not enter really into the export 
trade. 

• 8flli, In other words, the sale of exports in India 
is carried on, jn the main, on a gold basis ?—Yes. 

852. It is the gold price in London or wherever 
the market may be—it is London. I suppose, at all 
events for 80 per cent, or 90 per cent, of the export 
trade—which settles the price of the articles ?—That 
refers to the articles produced mainly for export. 

853. Do you say it does not refer to wheat ?— 
Wheat also, as far as it is exported, certainly follows 
the gold price. 

854. Now, will you just give the Committee the 
figures as to the trade in India conducted with 
countries whose monetary.system is based on a gold 
stwdgfd* and countries whose monetary system is 
based on a silver standard ?—In 1896-97 our trade 
with gold-standard countries was over 158 millions, 
that is to say, 8L7 per cent, of our whole trade; 
and our trade with silver-standard countries was 
not quite 31^ millions, equalling about 18'3 percent. 
That was in 1896-97; I have not got the figures 
for 1897-98 yet, but I do not think that there is any 
substantial change in the proportions. 

855. Is that trade affected, either for better or 
worse, by the instability in the exchange ?—The 
trade in silver countries has, certainly, been 
affected. 

856. Not in-gold countries?—It is very hard to 
say, because it must be remembered tHat we have 
been going through a very abnormal ^period for two 
fj^rs, and the effects of the closing of the mints, if it 
hasj^ef any effect on the trade, would be so obscured, 
owing* tothe two famine years that we have had, that 
one wouij. imitate before expressing an opinion. I 

believe that there has been any effect. 
On the Contrary, so far as the closure of the'mints 
goes,.Y shwAtsay that the trade with gold countries 
has been, facilitated, or would have been if we had 
had a steady exchange, but the misfortune is tha* w* 
have notrhad a sfaajity exchange as yet. 

857. Now,About the silver countries ?—With silver 
countries there'ls no doubt that the trade has been 
•abject to much embarrassment, just the same 
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sort of embarrassment that used to occur in 
with gold countries!, before the closure of the mihitc. 
that is to say, one was never able to Hay what exchaQgjfe 
was going to .be .thetr,»ext day or even the same 
afternoon. It is a factor additional to all the other - 
factors of uncertainty incidental to trade which has 
been introduced into the trade with silver countries. 
Before the closure of the mints, exchange. was 
practically steady and unvarying^wifchin the limits of • 
the costof transmission of silver. . , 

858. That is so far as silver countries are con¬ 
cerned ?—Yes, J. am speaking of silver -countries. 

859. But before the mints were closed, so, far as 
gold countries are concerned, trade would bs affected 
by the instability of the exchange ?■—We had exactly 
the same disadvantage with them. We .have transferred 
the difadvantago from the trade, with gold countries to 
the trade with silver countries. . 

860. China, you say,, has the. largest trade with 1 :■ 
.India of.silver countries; is that so ?—Yes. 

861. Larger than Japan?—Much larger than Japan-- 
as yet. 

862. What is the nature of the trade with China?.** 
—Opium, stands first, or rather, cotton yarn stands, 
first; opium comes next; after that there are some, 
gunny hags—jute manufactures ; that is about all. - ■ 

863. Now, as to this instability of exchange with 

silver countries: has that affected the trade?—It be* 
not affected the trade. At the .beginning, there was 
a great dislocation of trade for the first few months 
following the closure of the mints until prices were 
adjusted, and trade adapted itself to the new system. 
Since then the trade has proceeded without special 
difficulty between India and China. .. .... 

864. What is the next silver country ypu refer to 
after China?—Japan has now been transferred to;* 
gold sjandard, and Ceylon I also regard as a gold 
standard country. The Straits Settlements come- 
next. 

865. You say that Kx. 31,000,000 represents the 
value of the trade with silver countries. How much 
of that Kx. 31,000,000 is China, and how much all 
the other countries ?—With China it is rather over 
Rx. 16,000,000, and with the Straits Settlements it 
is about 8§ millions. 

866. Those two countries take the bo)k «d rj d? 
They take the bulk of it, yes. 

867. You called our attention to the fact th&tftn 
1892 the closing of the mints was expected to aejfoualy 
affect the trade in cotton yarn with Cbiuaji' 

effect has that had ? —The **- 1 jt*1 

a great restriction in the quantity exr^jg|Sd,, ' 

868. India exports less of cottwryftrn to China 
than it did before the mints \vera closed?—Oh, no. 
That only refers to the year in which the mints were 
closed. Since then the trade has quite recovered. 

869. We ought to get that beyond all dispute, that 
the year the mints were closed there wa* a general 
dislocation ?—Yes. 

870. And it would be very unwise to base. any? 
thing upon the statistics of that year ?—That is oft, 

871. Since then, will you tell us what the effect 
on the trade in cotton yam has been ?—The quantity 
of cotton yarn exported to China in the last ten years, 
stated in millions of pounds, is: 



1888- 89 - 101-25 

1889- 90 - -114-15 

1890- 91 - 151-05 

1891- 92 - 145-56 

1892- 93 - 178*86 

It should be noted that 


18^3-94 

1894- 95 

1895- 96 

1896- 97 
> 1897-98 
the yarn trade 


120*89 
145*18 
174*71 
186-07 
189*9* 
with China 


had been considerably overdone for the years immedi¬ 
ately preceding the closure of the mints, aud that the 
accumulation of unsaleable stocks in China was so 
great that for some months before the closure of the 
Aiints the Bombay cotton mills had been working short 
'time. Even if the mints had not been closed, the 
trade in 1893-94 would certainly have been restricted. 
The recovery in 1894-5 would also-ftisiajoeen greater 
but for the outbreak of hostilities between China and 
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★jut JSfiOfy HP“l..the clpqure, of the .mints. Qur 
tpj^. with.^apaii ip 0 been •.quit* racep.t development. 

o/3. Is it on the incr#aae ?.—Very much on the 
infcry*»a^—most remarkably on the increase. ■ There 
are three countries in .regard to which die Increaso 
qj^tflkde.Jiaa been quit#, remarkable—Japan, Germany, 
V:ff Bejgium. What has happened with Japan ha# 
ha^.y# some extent—not, I think,.#.large extent—a 
cpyersion^pf trade which used to be. carcied on with 
China s ,, f Tne Japanese ,h*ve stained a .direct trade, 
arid with the establishment „of cotton’mills there they 
are taking an enormous quantity of raw cotton 
from us. .. 

. 874. Has that stimulated the growing of option in 
India?—I should say it must have done so. 

.. 875. ,Bnt has it diverted the export of.raw cotton ? 
Baa {Ije yaw pPttoq which previously went to Europe 
ijp.w^gqne to Japan ?—Ye#; the Japanese give u* 
better prices. Our cotton hitherto used to he most 
largely consumed pn the Continent of Europe, but 
it is now most largely consumed in Japqn, because 
the cheapness o.f American cotton in recent years 
has encouraged .tbq.subiJtUution of that , cotton on the 
Qpntineitt. ; .. . 

8([6.,Hpw’h^s flu tea trade been affected ?—Our 
tpa"trade? ,' 

' 877. I mean the Indian tea. trad# in competition 
wjth the Chinese tpa trad# ?—Our tea trade has gone 
on increasing year by year.without a pause. lam 
speaking of the import# ipto. England which takes 
nine-tenths of our tea; t{jey take our tea in increasing 
quantities every year, and the China tea has fallen in 
increasing proportion every year. . 

878. How have prices been affected by the exports 
i»tn England ?-rThe prices of'our Indian tea at the 
present moment are low. I do'not think they are 
Ipwrik than they have be#n. The figures are given in 
the Beview of the Trade of India for 1896-97, at 
page 35, in annas and .pieSj per poqnd: they are, in 
the years from 1889-90 tp 18fl4-06!: 11 -8, ,11 ’2}, 
11/1, 13’0f, 11" 11, 14’Of; the hist figure was for 

1894- 95, that is, the year following the closing of 
the 'mutts, the very best year for tea that producer* 
probably ever had. Then there was a fall. In 

1895- $K'it!was 11‘IJL in 1896-97 it was 9’ll|j 

and, last yerir/ih J897-98 i't has comb down still lower. 
' Stif. Has the frill in the. price of tea been in any 
way caused by the.closing of the mints and the rise 
itithe value of the rnpee ?—t do not firid any evidence 
that that i? the. case; but there is a good deal of 
evidence to the effect that there has been for the 
moment what is called over-production ; that is to say 
that the production hu outstripped, for the time being, 
the demand. , 

880. (Sir D. Barbour.) Do you point to that as 
the earns of the fall In price ?—I should f#el inclined 
to do so. 

. 881.. (Chairman.) Hka the coffee industry been 
affected ?—The coffee Iridustry hu not been affected. 
The coffee industry is rather a peculiar one. ' Coffee 
grows in India ip a jecy, restricted EO ne. It could 
9Qti»p, grown out of that very restricted region, and 
thtqa.bas been h.'ifdly anything of an increue, mainly 
far.feat rasaen, andiecau## ptaullcg was discouraged 
by. the . rgyages.pf the diseases which ,b]ighted the 
plants; but r plfpterw haye Jppe remarkably well as 
regard* prices for the. last 10 yeara, jmd if at the 
- : a|^mcnt prices Ijave gon# down, it ,M the result, I 
qf..*^9pt $e biggest crop thq$ ; Brasil hu ever 

^882.' r 0jjir jj r iParbQyr.) Brazil, I believe, ia 
raq^fr the jCbuntrr that mainly, competes in coffep?— 
the coun^pr ,t|iat regulates, .the coffee 


883. It is the,mat coffer pra^qaar?—Yagf if 
Br^il went ont.cff^tbe ipsrket, the.jqjqft.^C. cqffs* 
would mn.up to aotqnisjtHng level *,.via 

884. ( Chairman.) 6iyen,tbe limited .fraqjp ,ff| 9 ch 
coffee can. be , produced in India,, the. 

suffered, by the.dosiug of the mbits, ?—du# 

,885. Jt wqa anticipated that jtwwld qqJfalfcTAi 
was anticipated that it would suffer very mmA.etWiff 

886. The coffee planters believed .{hat jjaiMp 
would be ruined ?*™They believed, j& v wpiji id, be ytygpjk 
but, u iy matter or . fact, their,.trade,didlifCtpartlw 
well. . 

887. IS ow going to anottier brancri ot trie questiegy 
what was the effect of the diminution of the value 
of the rupee, caused: by the, fall in tbsupripp.qf 
silver, upon wag{£ in Indi#^^Wagea .bav# .byweMPd 
as prices have increased #in6e-about tbg yearJ>886'j 
but. the increase vu greater .in thd wage# pf#kiH»d 
labour than in the., wages of unskilled . labour; jf myl 
though, as in most countries, .the increase in.wegefefe'** 
not been as large, aa the increa#o ip prices, still , there 
is 'a very marked iner^pae, of,;wages in many pinta ef. 
India. 

888. You mean the increase in the prices pfi’ 

—Yes. . 

889. And clothing ?—No. Clothing ha# fnlWwetri 
price; but clothing is not a^yery., langCTftemirtin 
the domestic economy of the massea of India. 

890. Most of their expenditure, is on theirdbod 2-r-. 

The bulk of their expenditure,ia on their food., 

891. Take the clou abpve the ordinary, labourer— 
take the skilled. labourer—have hif .wages increased ? 

—It is in skilled labour that the, increase is most 
marked. 

892. Can you ted ub the per-centage ?y~I should, 
cnll it about 20 per cent. Taking the wsges of tiu 
operatives in the mills at Bombay, and the operatives 
in mills elsewhere, I should say thabduring tbeh^t . 12 
years the increase may be put nt about 20 per cent;.., 

893. Would that increase cover, or be in excpsa of, 
the increase in their expenditure for foqd ?—So far as 
regards prices during the last few' years, the increase 
in wages is less than the increase in the post of food. 

894. I do not mean the famine yearsr—I mefqr.|iffjrt 
from that—take the price 

to-day ?—I think prices »r.e still very high,,., ... .. 

895. Take thpm' before 

—The increase in wages was hot in quite pi# 
proportion as the Increase in prices. 

896. Was it more or less ?-—It ; was rattipr smqj^rl 

897. How did it affect the class next abojre '(biHtiti 
I mean the ryots, the’tenants; their rent was Axed at 
so m»°y rupee# at the period of the Settlement;, i If 
the rupee falls.,in value it is to their advantage, is it 
not ?—If prices rise ?, 

898. Yes?—Ifo doubt thatin tfo/,. 

§99. But not if they do npt^sjay-rJSat if ithejwjo 
not rise. ■ . s > W u ‘Vm 

900. Do you think* that the effect qf q; rjaqtoj jfftn 
reaches the small cnltivator difectly,jdt'dfcleoli 
upon circumstances. Sometimes it; doe# not;reach iiLw 
at all; it reaches the middle man from Wliato8he 
borrows money to carry pn his operations. T think; 
taking it all round, there ia some exaggeration about 
the indebtedness of the peasant, and I should tbi£fc 
he does benefit from .* highpr range of jii'iceij. pfiO 

901. Has your department any statistics whieh dad 
at all with the volume qf the currency 

have not, except the statistics of the coinagpifimiy^qdu 
to year. r.,1 1 

902. You Know what are the imports and what ar 
the exports: that jis iin your department?-Yes. 

903. We are going to hear Mr. Harrison,and, 
therefore, I will not take you over thet. Now, 
in a paper which you have submitted to us, you 
give us the net imports during the five years end 
1982-3, and th five years during the five years 
ending 1897-98. first 
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iinpoits of gold for flip fire years * tiding 
Wg&rSi were .2,218,#® ounces; fdr; the fixe yean 
Gg } 897-98,.tA&iiict import* were 779,289- Havfe 
i*ty' oxpfenattD* Co give no. about tboi’?—rA-gpod 
il of gold weis-sjeperted itt the famta* yean., 
h; 995. Ton flunk it mu drawn out 3 —Well, not 
:4wtwn out of' hoards-hot all the hotting gold that 
there is ahent the place comes in then, and It- fa 
exported, in default Of-having merchandise tafcxport 
when the -crppe fail. : You .always'find aprettjrdan- 
stijfaiaWe export of gold and a diminished import. 
'3feej)i;fto doubt, the export of gold is also influenced 
in the value pf silvee. 

. ZX Btrieve.) Has the establishment of 

Indian gold mines affected the result at all ?—That 
afao has affected it. / < . . •' 

{ ' 907. To t.he extent .of’* million a year Probably. 
; AJW8- That fa to lay* if there fa the sAmehflt .Import 
iflj there.-irat before, there, must be An increased 
09 *Himplion "to the extent Of one million a year in 
Judfa ?—Ye*, of course that would aSeot the question. 
•909. (Chairman) The first reason, you *ay, wsa 
the dEsfltfaw-^ Then, in addition to-the famine, you 
flflttk it was affected by the production of gold in the 
mipee of -Mysore and other place* ?—Yes. 

910. Now, you give us the net import* of silver. 
For the five years before the closing of the mints, the 
net imports wore 2Q0,490,838 ozs. For the five years 
since the closing of the’ mints they have been 
lmeo^mpaTT’hat is a very large diminution'? 
—N(vJ gwfcq it out to be only about 11 per cent. 

•' y tP What 1 isjdur explanation of that ?—I do not 
OjHftfl&ydfae cdu explain it.' It has been a subject 
of'astonishment to us ever since the closing of the 
mints that there has been such a demand. Before 
the closing pfthe mints, practically all the silver 
imported, with; the 'exception of about 4 per cent., 
paSfttd into hie “ifim1i*Auid was coined. Then the 
asrtmptkih lised do be that at least half Of that 
l Aftfdised' in the cnrrwcy as coined silver, and the 
ofljfer'baff! was Ciefted, down. But it looks noW, 
from! these figures, as if that inference was 
not quite oorrect, and that | a very much larger pro¬ 
portion ftf the rupees that were coined must have 
beenjnelted down into ornaments. 

912. Not hoarded ?—No, not hoarded, judging 
from the imports of silver. I do not believe that Any 
of (bens imports of, silver have been got into hoard; 
I think they have all bCerr converted into ornmnent*, 
except so far «* they went into,the native mint* • 
918. Have you any idee'^A yotir mind of the 
1 Of t&C popfi|jgiod Which are Above and 
faAi»tyce!l“ iffi Ornament- wearing;linA?” 
'fctioriCie'thdte are s large number of people in India 
who cannot afford to wear any ornaments St- All. 
Wflat Is Ore proportion ?"—I think evferyode id India 
trfa*'to gjSA hefld at ah ornameht. I have sefcni the 
very poorest With a silver toA-ifcg, but I suppose that, 
■taking it pH bound, ybu might say that perhaps etMe 
30 per cent, of the population oould not afford to buy 
wiqfookiahfeitta , - ■ 




■cfar# 

bti*e ■- -... - * ... 

They wear pmgtera^d’ lac and glais. . 

9ff. : -T»«fa’are the people that you include in tour 

rt '^mt' : -?i-Y ( hs v •; ■. -. .. . \ 7 . 

~ > (tM&rman .) Taking the people, altogether 
1 5^00^00)0,000 who would wear ornamwste?— 

ornaments ?—Silver] ornament*, ^and 
gold. , Of course that is only a rqugh 

t,' hut what T want, to get at fa-this. 
Of'-^MytSeej*. figures, look very., large when Hhe 
five' jMS are added. together. j> -bat* jf yqmfUM 
■ the five .ye»m, Wk is, 

40,09^q0Q] oqgtesjtfnw^ and if that rail distributed 
JftOOiqQiQ^IMPNNftdSeop^ iKowaelm very’large 
■Sverige for ornamental ov;.: 



919. In your judgment there, ihas pot beba, tench 
illicit .coinage sinba the! closing-of the nrintrfiaSitb 
■have no evidence as afl of illicit :«sShage othfej'ilifiHb 
what has been goidgonftom time immemorial. 

' 920. And yott-.vloflidf karq knofai It had there 
been any exceptional ;dUjett« coihage ?—f think it Is 
practically certain that'.wA-ahdnld- have known it. 

921. (jSfc D. Barbour .Government gets 
return* of all '.cases- of 'ilttcst - coinage that are 
discovered P—Yes, I have a retort" here (handing in a 
return). 

022. (Chairman.) This return'oOver* everything, 
counteffeitklg, possessing instruments; alfattibg, and 
every poasibld 1 variation - of coinage - effenosi The 
total ainnher of per eon* convicted ii 1899 Was 150; 
in 1 890/ 828; in.1891, 578 ; in 1892, 650 ; 1893, 

490; in 1894 '(this is the- first year in which rwtyps 
were received from the native states, amd the figdres 
for those states included since than hiavb she bfeeh 
included), 601; in 1895, 644; in 1896, 589 ?—That 
is so. 1 , r ‘ ’■- e 

923. Now, is there any indibatiob' of tbe ; nipee 
decSning in value-itself in;India?-^-The dia^nuu 
shows that, for 'a period after r the dloe'tire of ih'e 
mints, the rupee -fluctuated mbr«'"eii' less viith the 
fluctuations of silver,''though'’-’the; SxChahge valap 
of the rupee was bimmediMely’ tailed'-* Maieriatiy 
above its intrinsic value/ and; : sinob the 2^tW 
1893, there has been no indication of a dbcfiite ih 
that Valne to the level of silver bullion: 

. 924; No approximation to a decline ?—No, on the 
contrary, the divergence haa been steadily npwlrd. 
This diagram shows that the-rupee has about reached 
the fimit that it da* ipaehi wader present arrange¬ 
ments. But it is impossible to say of silykt'whetMr 
it has reached-the level of decline that-At cfc&) reach. 

925. You think the divergence hM ; rekehklpAHfa 
limit ?—In thh'one*fitrectjon—-the’upward direitidfiV 1 

928. The rupee haaoiow got to la. 4^<f. r ?-t-About 
that. •• 

927. And -vrhut is the intrinsic value of its silver 
content?.—It yrill be alittle oter 10rfi 

928. Now, giving only your gerieraropinioil, fvhit 

would be, do you think, the effect in India, supposing 
the mints “wete open, oh the trade Of India ?—iSuppek- 
ing the, mints were opened, I think fliarA WwqM 
probably be a oemm'ereial fcriSisifadre' s*rrei*i!?tl9lir ai5^V 
we have ever serin.. , 

929. Please tell the 0<haieiittee ; 'wka): t ytmr' irlews 
are a* to that P-^If the euebange vafne b'f thri rtipie 
were reduced to-morrow, say, from 1*. to tOdT,‘I 
do not know-how* merchant* would bb' aMe'to ihpqt 
their obligation#.—' ’ '_'" T '■ -■ _■ ; '" 

930. 'You think it kould produce ri -'ckWetrb^Ifa fix 

the trade of Indiathink so. ::i VT 

931. Now, supposing, not that the mints were 

opened- at onop, bat suppdsing there veil u belief fn 
India that that was going'tb be’dofle Id. the oouhse-df 
12!nlonths Vo*a -can atwAys, morri or - lea*, 

discbiiur the effeots Of H thihg if ydu hAVe 12 riorttfiS’ 
notice, but with a prospect of a heavily falling e£Chak£e 
trade in the interval would probably be hrpbglh i lld A 
deadlock.'’ -'- •; w". • . - .• > - 

932. : Bat could- ii'be discounted ft> ffa|jM l 'the 

Secretary.of State’s ' drawing Were eonfcfethje J?-No; 
yoii-womd have,‘te 1 impose additional 1 taxation te a 
very facgeaaleuatl'- ; ' ;: ^ «'•'<«'».! «' . 

933. 'i? ' Afoietttt.y ©id fern ' sky. ttikt ’ the 

variation in’ grtlSi fa tjwh^gbM drinntrieS had been 
lesa siaea the ?—No,’ I did i^At 

say- that Oai ^’tW IfaQnm' T said - that ArwMd 
trahsfetned fnssavjoiff kWAikife'lp' silver'. 6MroSfto 
the disadvantages of a flnCCtfatfng exchangCj but tfiat 
; unfootmiately - the fluetAAAdtfa ih exchirige' had -not 

ceased. 1 '' " •* ,J :i - :i • 

. 934fidlChe (tuohfttidks ’hi -'Oxehabgri with gold 
kcountfctfKl’U.Yei.'' . Jt -is -'only durihg' the last ffw 
months that we -BeVe -haff Uhfthlfi|j/’fike, a steady 
exchxfigfcv ,-i .' : r ^- - ■ 

Q8*ITkMS the *elOsteg of : thb not ] 

cfleetoof^UeleUfagl file variAtPo* W ART exet 
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Not yet. If yon look at that diagram yon will see 
that exchange has fluctuated greatly since the closing 
of the mints. We arc in a period of transition, and we 
suffer fro®; all the disadvantages of such a period. 

936. You think the period of transition will not be 
prolonged beyond what was expected ?—Personally I 
had hoped that we should have reached a steady 
exchange long before the end of five years. 

937. Now, to go to another subject; you are aware 
that it has been contended before us that the tea trade 
ititow commencing to suffer severely by the increase 
.in the value of the rupee. You have explained that 
•partly by the fall in the price of tea. Taking coffee, 
tffce same conditions would apply to coffee as regards 
its production, I suppose, as applied to tea, that is to 
say, that if the production became more expensive 
because of the increased cost by thfr change in the 
value of the rupee, that would apply equally to tea and 
coffee, would it not ?—Yes. 

938. The market for coffeo is not glutted or over¬ 
stocked, is it ?—It is this year, I believe. 

939. But taking the figures we have got up to now ? 
—No, and consequently the price of coffee has been 
extremely high, higher during the last 10 years than 
it .has been known before. I have a record of the 
price of Ceylon plantation coffee and also of the price 
of Indian coffee, both rising and falling together. 

940. I will take that from you, but the deduction 
would appear to he that the trade is affected not so 
much by the increase of the cost of production, but by 
the over supply of the market ?—That is what I 
.gather. 

941. And that deduction as regards the trade in 
coffee confirms the opinion you have expressed as to 
tea ?—Yes. 

942. (Sir J. Muir .) If a tea planter in Calcutta 
wanted to provide funds to pay the wages of his 
coolies, and other expenses, and in order to do that 
he sold bills upon his London banker, say to the 
extent of 10,000/., at what rate could he sell those 
bills in Calcutta ?—You mean at present. I suppose 
at the present moment Is. 4 d. the rupee—say about 
15 rupees to the £. 

943. Some years ago, before the closing of the 
mints, he could have sold at lx. ltf. or Is. lid ? — He 
could not have done so at’ any time before the closure 
of the mints, but there have been times since the 
closure when he could have sold at those rates. 

944. In that way, then, he would have far more 
rupees for his 10,000/. than if the exchange were at 
lx. 4d. ?—Yes. 

945. Therefore is not there an increased cost to 
him by the rupee being at lx. Ad. ?—Yes, of course it 
would be an increased cost to him, hut that does not 
mean an increased cost of production. 

946. Why not ?—It means simply a larger capital. 
It has nothing to do with the cost of production. It 
is a larger capital applied to the industry. 

947. If he lays down tea in London he would do it 
more cheaply at lx. 1 \d. the rupee than at lx. Ad. the 
rupee ?— No, I do not know where the rate of exchange 
comes in. He has got to lay down his tea in London 
at the price of the market, whatever that may be, 

948. At the price of the market in London ?—Yes. 

949. How P—He sells his tea in Calcutta. 

950. Not all. The great majority of it is sold by 
auction in London ?—1 understand that the tea sales 
in Calcutta represent the bulk of the production. 

951. I think, if you ftt the statistics, you will 
find that that is not so. At all agents, you will find 
that a very large number of-the producers of tea sell 
their tea in the London markets by auction P—I have 
not got the quantities here. 

952. But does it make any difference ? Supposing 
a planter can get rupees for his bills upon his 

Tfttojlon banker at lx. 1 %d., you acknowledge "that he 
wifito able to get far more rupees for 10,000/. than* 
he could if the rupee were at lx. Ad. P—Yes. 

968, And, therefore, proportionately he will be able 
to lay dtarn his tea in the London market more cheaply ? 
—But tpitfatMie transaction. It is only done once. 


954. I know a great many cases where the thing 

has been placed before me. Here is an operation; he 
has to pay the wages of coolies and managers and 
superintendents and various other expenses; the tea 
is sent home and sold in London, the proceeds of the 
tea that he has sold amount to as much as is die to 
the bank, and the balance is profit. The balance mil 
be larger when the rupee is at lx. l^d. then when it 
is at lx. Ad. Is not that so ?—Yes. - ' 

955. (Sir D. Barbour.) With regard to the ques¬ 
tion that Sir John Muir asked you about the 10,000/. 
laid out at lx. Ad. exchange, as compared with the 
lx. exchange, a few years ago those bills might 
have been drawn at lx. 6 d. or lx. Sd. ?—Yes, and 
more. 

956. lx. 10c/. and 2x. ?—Yes. 

(Sir J. Muir.) And 2x. 2 \d. 

957. (Sir D. Barbour.) So that if there is ady 
advantage in the fall of exchange, even though the 
planter only gets lx. Ad. at the present day, he still 
gets a greater advantage as compared with what he 
got before ?—Quite so. 

958. Now you put in certain figures relating to 
exports and imports ?—Yes. The figures of the total 
trade of India for the five years before, and the five 
years after, the closure of the mints are these:— 


Year. 

Imports. 

Exports. 

1888—89 

Rx. 

83,285,427 

Rx. 

98,833,879 

1889-90 - 

86,656,990 

103,366,720 

1890-91 

93,909,856 

102,350.536 

1891-92 - - 

84,155,045 

111,460,278 

1892-93 

83,275,087 

113,554,899 

Total 

431,282,405 

531,565,802 

1893-94 - 

95,482,687 

110,603,561 

1894-95 

83,110,200 

117,139,850 

1895—96 - 

86,304,238 

118,594,549 

1890-97 

89,188,511 

108,921,521 

104,783,827 

1897-98 - 

94,164,933 

Total 

448,251,069 

560,048,316 


959. Those figures include gold and silver ?—Yes. 

960. And Government imports ?—Yes. 

961. The Government imports, I think, would be 
mainly military Btores and stores for railways? 

—Yes, military stores, stores for railways, and a very 
small quantity of civil stores. 

962. There has been a considerable increase in the 
stores for railways owing to the construction of 
railways on a large scale ?—Yes, a very large 
increase. 

963. And so far as those stores are concerned the 
increase in imports may be said to be independent of 
the exchange ?—Yes, $he totals of Government trade 
have but slightly increased during the last few 
yeDrg. 

964. Government stores have increased also ?— 
Yes. 

965. And these figures also include the stores 
required for the construction of railways that are 
being made by companies ?—Yes. 

966. And that import would be independent of 
exchange—I do not say in the long run, but for A* 
time being—it would be independent of exchang 
—Yes. 

967. You say the export trade bus increoi*L 
5 per cent. What were the particular 

were referring to there ?—I havo takes the five 
years before and the five years following the closure 
of the mints. 

968. It is on the whole group oi Years?-Yes. i 
have a statement here of the exports Years by Years 
w'KStbe rate of exchange each year. 

969. I think we have snfiMent infoJttatiOttin (jjte 
table you have already givwus. The import)) seem 
to have increased since 1894-95,- and the exports 
hqve rather fallen off ?—Yea. 
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970. That is while exchange was rising ?—Yes. 

971. That would rather indicate that the 
balance of trade was turned against India during 
those years?—Well, we have had these famine years. 

972. I was not going into the cause of it, but that 
is the fact ?—There is no doubt about the balance 
having gone against us. 

973. And it is rather remarkable that during that 
time the exchange has been rising ?—Yes. 

974. I do not say it is not capable of explanation, 
but it is remarkable that with a rise in imports and 
without the same rise in exports, and in fact with a 
fall in exports, you should have a rise in exchange, 
and the balance of trade against you. Of course, 
there is an explanation, but it is a remarkable fact at 
first sight. Do you agree with that?—Yes. 

975. Then you expressed an opinion—I do not 
wish to challenge it in any way—that at an exchange 
of Is. 4 d. the volume of trade -would be quite equal to 
all demands on account of the Secretary of State’s 
bills ?—That is my opinion. 

97(5. You referred only to the Secretary of State’s 
bills, but there are all the other demands ?—Yes. 

977. You include everything ?—Yes. 

978. You say that at. an exchange of 1$. 4 d. India is 
quite able to meet all the demands?—Yes, I think so, 
in ordinary years. 

979. You know, of course, that those demands are 
very considerable ?—Yes. 

980. It would be difficult to give the exact figure, 
but they are very large ?—Very large. 

981. In the last five years, if you look into the 
figures, there are only two years in which the surplus 
of exports would be sufficient to meet the demands ? 
—That is in 1891-95 and 1895-90. 

982. And in the other three years, although I do not 

think the calculation is very accurate, the surplus 
would be insufficient ? — In 1895-90, 1890-97, 

1897-98. 

983. And 1893-94 ?—In 1893-94 the surplus was 
reduced, because Council bills were suspended. 

984. I am not going into the cause, but the fact is 
so ?—Y es. 

985. In the two years in which India was 
fortunate enough to meet all her liabilities, the exchange 
was very low ?—Yes, Is. lid., Is. 1 6 d. 

986. In the three years in which she clearly did not 


export enough to meet her liabilities, the exchange 
was higher, Is. 2'4 d. to Is. 3 4d. ?—Yes. 

987. I suppose in those years, if she had had to 
export enough to meet her liabilities, the exchange 
might have been something lower ?—It is possible. 

988. One cannot say to what extent ?—No. 

989. Now what do you consider the cause of the 
very remarkable and steady rise of exchange between 
1894-95 and 1897-98—I mean steady from year to year, 
not from month to month or week to week ?—I am 
inclined to attribute the rise to the diversion of rupees 
from the commercial centres to the interior of the 
country for the purposes of famine reliefj for the 
purposes of military operations on the frontier, and 
for the purpose of railway construction. 

990. You think that is the cause of the rise in 
exchange ?—I think so. 

991. I was not speaking of the high rate of 
discount?—No, the rise of exchange too. The call 
for rupees in those centres iuduced greater anxiety, 

I should think, to get the rupees. 

992. It is the withdrawal of capital?—The with¬ 
drawal ot capital and the anxiety to get rupees for 
the current purposes of trade. 

993. If the capital came back, do you think 
exchange would fall again ?—I am inclined to think 
that it would. I have no belief whatever in the 
general idea that there has been a great contraction 
of the currency. 

994. Do you pronounce a decided opinion, or do 
you say that you have no evidence iu favour of it ?— 
We have no evidence whatever to support the theory 
that there has been a contraction of the currency. 

995. In the interior of the country the prices of 
food grains, which are the most important items in 
the interior, have risen during the famine ?—They 
have practically doubled themselves, and they have 
not fallen to the former level yet. 

996. You said in your evidence that the price of 
exports, that is, of the chief exports as a rule, such as 
jute and so forth, you thought had not risen ?—Jute 
has risen, and rice also, and some other articles have 
risen, but others have fallen. 

997. I spoke to you a few days ago about, as it 
seemed to me, the importance of getting for, say, 
10 years, the gold prices and the silver prices of 
the chief imports and exports of India. Have you 
got those figures ?—I have. They are as follows :— 


Jfr.J.E, 
(y Conor, 
CJ.E. 

< Jon* l$S8. 


Prices of certain Commodities in London and Calcutta. 


(a) Rupee prices in Calcutta. 


(4) Sterling prices in London. 


[In this Table the figures are based on the prices in 1873, which are taken to represent 100.] 



Wheat. 

Rice. 

Cotton. 

Jute. 

Linseed. 

Rapcseed. 

Tea. 

Indigo. 


(«•) 

(6.) 

(a.) 

(*■) 

(a.) 

(6.) 

(a.) 

(4.) 

1 

(a.) 

(6.) 

(a-) 

(4.) 

(«•) 

(4.) 

(a.) 

(4.) 

1888 

81 

54 

110 

69 

99 

62 

126 

79 

93 

65 

84 

56 

72 

73 

85 

79 

1889 

83 

51 

136 

89 

104 

66 

151 

90 

104 

69 

*- 

74 

66 

64 

81 

76 

1890 

81 

54 

143 

96 

95 

67 

122 

81 

99 

71 

98 

73 

55 

63 

79 

79 

1891 

92 

63 

138 

96 

84 

52 

127 

75 

99 

70 

102 

72 

65 

67 

77 

92 

1892 

95 

52 

160 

92 

86 

46 

153 

96 

113 

65 

84 

62 

71 

44 

91 

72 

1893 

86 

45 

174 

83 

100 

51 

154 

82 

117 

69 

103 

61 

62 

39 

106 

86 

1894 

75 

89 

164 

90 

89 

43 

158 

88 

121 

64 

— 

51 

79 

35 

101 

89 

1895 

83 

39 

139 

— 

91 

42 

141 

67 

119 

61 

— 

50 

71 

35 

102 

78 

lL896 

112 

45 

156 

— 

90 

48 

155 

75 

97 

54 

95 

55 

66 

33 

90 

73 

§887 

120 

51 

246 

— 

86 

43 

132 

76 

94 

51 

113 


54 

30 

80 

69 

w 
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998 l have not seen them, and will not ask you 
any wuestions . about them, but perhaps yon will put 
them in ?- will put them in. 

999. Now t he famine began in 1896-97 ?—In 1896; 
you may sayt a { jt began in September 1896. 

1000. ^nd lastdU through 1897-98, more^or less? 
Until the Kharif was vested, in SeptemberToazT' 

1001. It rah into the financial year 1897-98 ?— 
Yes, quite through the first half of 1897-98. 


1002. And those were the years in which there waa 
also the plagu4 ?—Yes, tlve plague broke out at exactly 
the same time as the famine. 

1003. It had not much effect on the trade, I suppose 
—nqt very much ?—It had a very serious effect on the 
Bombay mill industry. It paralysed that for the time 
being. 

1004. And there was very large military expendi¬ 
ture during those years ? — Very large military 

exnenditnr» T *bir,V «U II “'* r '“ 
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Xtu,J. E. -.1005. Is it not a remarkable thing that, just as 

great military expenditure and great famine ex- 
' ' penditure were about to take place, that was the very 

•6 June 18S*. time at which the exchange took a midden start 
-upwards ?—Yes. 

1006. Ordinarily speaking one would expect that 
causes like that would have the opposite effect ?—Yes; 
but as I said before, I think these things caused a 
diversion of available capital from the commercial 
centres, and that was the main cause of the rise in 
exchange'. 

1007. Are you aware that it was in 1896-97 that 
very large borrowing of all kinds was undertaken by 
the Government ?—No, I cannot say much about 
borrowings. 

1008. The figures are in the statement which has 
been laid laid before U3. I will take the figures for 

1895- 96 and 1896-97. If you will turn to the state¬ 
ment prepared by the India Office, you will see that 

1896- 97 is the year in which the increase in borrowing 
took place. I will compare only the two years 

1895- 96 and 1896-97. You will see that, so far as 
India goes, there was paid off in India in 1895-96, 
Bx. .584,812 ?—Yes. 

1009. And in the year 1896-97 there was borrowed 
Ex. 5,326,125 ?—Yes. 

1010. Showing a very remarkable change ?—Yes. 

1011. Then you will see that the amount of rupee 
capital paid by railway companies or irrigation com¬ 
panies into the Government treasuries in India is 
not very much. In 1895-96 it is Ex. 163,800, and in 

1896- 97 it is Ex. 328,000 ?—Yes. 

1012. Then, if you look at the statement giving the 
net amount of. money raised by debt incurred in 
London, you will find in the year 1895-96 there was 
paid off 1,600/. ?—Yes. 

1013. In 1896-97 there was paid off 849,992/. 
Then in Statement B., “ Amount of capital raised in 
“ London by Indian Bailway or Irrigation Com- 
“ panies, guaranteed by the Secretary of State,” you 
will see that the capital received' in 1895-96 was 
940,733/. ?—Yes. 

1014. For 1896-97 it was 3,570,893/. ?—Yes. 

1015. So that in India you may say that the 
difference between the two years is something very 
like six crores of rupees, taking what was paid off in 
one year and borrowed in the other ?—Yes. 

1016. And in borrowing in London there was about 
846,000/. to the good—being the repayment of debt 
to that amount ?—Yes. 

1017. Against which is to be set an increase of 
about 3,570,000/. raised by companies ?—Yes. 

1018-9. Making a net receipt of 2,724,000 ?—Yes. 

1020. So that in London there was raised about 
Bx. 2,800,000 more in 1896-97 than in the previous 
year ?—Ye9. 

1021. If boiTowing has an effect on the exchange 
there was sufficient increase of borrowing in that year 
to produce an appreciable effect ?—No doubt. 

1022. In 1897-98—I will not go through the exact 
figures—but you know there was a very large borrowing 
in that year ?—Yes. 

1023. 1896-97 and 1897-98 are the two years in 
which the exchange showed a remarkable rise P—Yes. 

1024. I may mention that these figures do not 

include what was raised jn those years by railway 
companies that were not, guaranteed by the Secretary 
of State. The figures we with have refer¬ 

ence to the guaranteed railways ?—YeS. 

1025. And I think in 1897-98 there was a remit¬ 
tance to India over and abofe everything else of about 
1,000,000/. sterling on account of the famine fund ?— 
Yes. 

1026. And if remittances from India hat^\any 
effect on exchange, remittances to India would have 
some effect also ?—Yes. 

1027. That would be a special cause ?—Yes. 

1028. I have not seen your diagram of the diver¬ 
gence in exchange, I suppose It is the same as the 


India Office diagram ?—Practically the same thing on 
a larger scale.. 

1029. There is.a remarkable divergence from.about 
the year 1896 ?—It begun just about, the .same time 
as the famine and the plague, that is, about August 
and September. 

1030. Are you aware of any reason why. silver 
should have gone down at that time ?— -The’ Japanese 
currency reforms affected silver. 

1031. When did the election of President; in 
America take place ? Did that have anyeffect or not? 

—I doubt whether it had any effect. I remathber 
following the elections, and Mr. Bryan’s discomfiture 
really had little effect one way or the other-—nothing 
much. 

1032. The cause that has put up exchange is 
probably not the same cause that has put down silver. 

It is difficult to imagine one cause that would produce 
both results?—No, I do not think the fall in silver 
has had any connexion with the rise in the rupee. 

1033. You have already expressed your opinion 
about the contraction of the currency. Some prices 
have risen very largely, and, as regards the exports, 
some prices have risen and some fallen ?•—-Yes. 

1034. From examining the prices of., the Wain 
articles of export, are you prepared to say that thcr® 
has been a tendency towards a rise or a fall ?—On, t&e 
whole I should say there has been a tendency to, a rise. 

1035. That might be due, of course, to higher gold 
prices ?—It might be. It is certainly coincident with 
higher gold prices. 

1036. A higher gold price in England, of course, 
means a larger demand for the article?—Yes. 

1037. It is only natural to suppose that if there is 
an increased demand for the article in England,,the 
rupee price will rise ?—Yes. 

1038. A rise in the gold price in England means 
a rise in the Indian price, whatever the standard in 
India may be ?—Yes, as a matter of fact, the price of 
wheat went up in India directly the price of wheat 
went up in England. 

1039. It always does, in fact?—Always. 

1040. And 1 suppose simultaneously, other things- 
being equal, exchange would tend to rise too ?—Yes. 

1041. There would bean increased demand for bills 
to pay for the wheat?—Yes. 

1012. Then you said that there had been a con¬ 
siderable withdrawal of capital from India ?—Yes, 
there has been a very large withdrawal of capital, which 
commenced long before the closure of the mints 
and has gone on ever since; and recently there has 
been a large withdrawal of rupees from the com¬ 
mercial centres. 

1043. And I suppose one of the causes affecting 
the supply of capital in India is the borrowing by the 
Government?—Yes. 

1044. It would absorb so much of the capital ?— 

Yes. 

1045. That is to say, in ,1896-97 there were, 

Bx. 5,600,000 borrowed ?—Yes. 

1016. We need not go into the figures of the other 
years, but I think it was something like Bx.! 3,000,090 
for each of the other years?—Yes. 

1047. And that means so much capital taken out pf 
the Presidency towns. I daresay you are a ware that 
the supply of capital in India itself is, and always has 
been, very limited ?—Yes. I am also reminded ijiat 
out of the Bx. 5,000,000 two crores represent’the 
currency investment. 

1018. That was not a demand on the capital Ot tDe 
country?—No. , . M 

1049. It was an addition of Bx. 2>000,p00 to tDe 
currency?—Yes. 

1050. That would reduce the borra^ing in that 
year to about Bx. 3,500,000 ?—Yes, atout tHat. 

1051. Then you said the wages skiloled labot 

have ?—Yes, they have rigepteveryv 

1 U? 2 . gahere is a much g reater demand fpt; akiPqd 
labour in India than there To,beT^-Yes, and. the 

skill lias not been acquired as quickly as the.cJenJMKl 
has increaied. 
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1Q53. Skilled labour in India is now more efficient 
tbfrn it used to be ?—Very much more efficient. 

1054. For example, there are workmen on the 
railways now who are much more skilful than in the 
old ; days ?—Yes, the railway workshops have been 
training excellent men. 

1055. And, there is a greater demand for skilled 
labour, and that demand brings with it higher wages ? 
—-Yqs, but the wages for unskilled labour have also 

increased, 

(^specially, I ; :suppose about the Presidency 
town ?-*—Especially about the Presidency towns. 

1057. But the special increase is in skilled labour ? 
The special increase is in skilled labour. 

1058. In the remote agricultural districts has there 
been much change ?—It is hard to say; the agricultural 
labourer is paid in kind still to such au extent that the 
increase, whatever increase there may be, is disguised 
in the official returns. Of course, where he is partly 
paid in kind, as he is mostly everywhere, if he is 
paid a certain measure of grain, in addition to a rupee 
or two, the increased price of the measure of grain 
means an increased wage for him. 

1059. If he gets the same quantity of grain, it is 
practically an increase in money wages ?—Yes. 

1060. You said that the gold that was exported did 
not come out of hoards, but was merely the floatiug 
gold. I have no evidence to the contrary, but I 
remember that in the Gold and Silver Commission 
of 1888,- I think it was, Sir Hector Hay said that 
gold had. come to this country, which evidently had 
been melted down from ornaments?—It is quite 
possible that some gold may have been melted down 
from ornaments, but 1 should not feel inclined to 
think it would be much. The people affected by 
the recent famine were not people who could afford 
to wear gold ornaments. 

1061. Then as regards the imports of silver since 
the mints were closed, T understand there is not much 
change in quantity, but there is a considerable change in 
price?—Yes,- the price has fallen very much. 

1062. And that, I suppose, would of itself account 
for somo increase in the imports ?—No doubt that is so. 

1063. And probably that would be the main cause?’ 
—I should think it is very likely that that is the main 
cause. 

1064. When the rupee rises in value to Is. id ., even 
thuugh the gold price of silver remains constant, it 
would appear to the Indian that silver was cheaper ? 
—Yes. 

1065-6. He starts from the rupee point ?—Yes; he 
takes it, by the tola; he used to pay one rupee per 
tola, and now he will pay about 12 annas or less per 
tola. 

1067. But exchange having risen, silver would 
appear cheaper to him ?—Yes. I am inclined to 
think that some of the imports during this last year 
must have been speculative, though, of course, in the 
first instance all imports of silver are speculative. 

1068. But speculation would come about in this 
way. An Indian banker, or a man having money, 
would say to himself: “ Silver is now cheaper. I 
‘' will buy now; I will hold for. a time until better 

prices come about.” He might be deceived in that 
expectation, but that would be the basis of his specu¬ 
lation ?—Yes, but I think the importing banker does 
not speculate on his own account at all. He simply 
takes money that is given to him to purchase silver 
fhr a person who wants it to speculate with. 

J06S. I was referring rather to the mahajans or 
Indian bankers, not to the European bankers in 
India : They are the speculators; the importing 
bankido legitimate business. 

1070i Will you explain how it is that a suspension 
OT the secietary of State’s drawings would affect the 
export trade?- I do not know how the thing comes 
about, but we know that it has happened 
occasion when secietary of State’s drawings Save 
been suspended that the pxport trade has, been sus¬ 
pended i export^business has ceased for .. the time 


1071. Exchange keeps a little higher ?—Yes. 

1072. And when it begins to fall again there is a 
corresponding increase in the export trade—Yes. 

1073. 1 daresay you recollect that about 1882 or 
1883 the Secretary of State held up exchange to 
Is. 8 d. ?—Yes. 

1074. And it fell, and then very much the same 
thing happened as in 1893 ?—Yes, and it was resumed 
at once in 1894. 

1075. The Secretary of State’s drawing is merely 
the putting forward'of a demand which India has to 
pay ?—Yes. 

1076. It is drawing money which India has to pay ? 
—Yes. 

1077. And she has to nay that by exports. If the 
demand is not put forwara the exchange keeps high 
and produce is not exported. If the demand is put 
forward—if the Secretary of State draws bills—ex¬ 
change goes down, and it becomes profitable to export. 
Really the cessation of exports when the Secretary of 
State ceases to draw bills is due to the fact that India 
is not called upon to pay her debts for the time being. 
That is the fundamental cause?—That, no donbt, is 
the basis of the thing. 

1078. Now, as regards the exchange, there are 
many transactions between India and England, and 
those all result in bills drawn on the one country or 
the other?—Yes. ■ 

1079. This is only what appears in nearly every 
book on political economy. It is the competition of 
the bills between the two sides that makes the 
exchange?—Yes, I think so. 

1080. Suppose exchange was 2s. the rupee and after 
the lapse of 10 days or a month, or whatever it might 
be, the transactions going on all the time, India bad 
a claim on England for 10 millions, and England had 
a claim on India for 15 millions, you would set -off 
10 millions. against 10 millions, and there would 
remain a claim by England against India of 5 millions 
sterling. That is to say, there would be somebody in 
India with rupees who was anxious to buy bills on 
England to pay his debts with ?—Yes. 

1081. That is the form it would take ?—Yes. 

1082. (Sir C. Crosthwaite.) You said that the gold 
price rales the exports of India ?—Not of all exports, 
only of articles which are largely grown for export, 
of which the exports are in very large proportion to 
the quantity kept for consumption in the country. 

1083. The reason I ask is this : Those figures that 
you have given us are in tens of rupees ?—Yes. 

1084. Do they show the actual gold value of the 
exports ?—No, those tens of rupees only represent the 
market value at the port of export. 

1085. With varying exchange, of course, the values 
in gold would vary. I mean, these figures do not 
represent actually the value of the exports ? — It 
represents the value of the exports as declared at the 
port of shipment. 

1086. In rupees ?—In rupees. 

1087. But taking the excess of exports as the means 
which India has of paying her gold debt, the figures 
here do not give a fair representation of the amount of 
payment made by India in any year ?—-I think they 
do—they must. 

1088. Not unless they are in gold value. As the 
rupee varies, when the rupee is higher the figures ought 
to show that more gold debt has been paid than these 
figures would show, is not that so ?—No, I do not 
find that to be the case, on the one side we have 
imports value d a t the sa me import, on the other side 
we hRve expo^IjPWSed same port, the port of 
shipment. It »fhe excess between the one and the 
other which presents the debt India has tp pay. 

10 89. I do not know whether I am right or not, 

want to make out is this : If India has to 
pij 117090,000/. sterling, in one year it may require 
mjpp- more rupees than it will require in another 
yfifr?—It depends on the variations in exchange. 

1090. Do these figures as they stand show that ? 
—Oh, yes; you mil find if you look at them from 
year to year that that is so. 
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1091. (Chairman.) Do you mean that the declara¬ 
tion at the port of export in India is the value in 
rupees ?—Yes. 

1092. Of course the amount of rupees depends on 
the gold value of the article that is sent. Put it in 
this way, suppose you are sending a quarter of wheat 
of which the gold price in London is 40s., the rupee 
value of that would be at the present time 30 rupees ? 
—Yes, it would follow the gold value at the present 
time. 

1093. Whereas, on the other hand, supposing the 
rupee had gone down, say, to Is., and that 40s. repre¬ 
sented 40 rupees; then the value of the wheat at the 
export port in India would be 40 rupees ?—Yes, 
assuming that there was no variation in price. 

1094. That is the hypothesis I am taking?— 
Just so. 

1095. If we want to investigate the real trade of 
India we must have volume as well as prices ?— 
Quite so. 

1096. As I understand, in dealings with gold 
countries the rupee price of the day depends on the 
exchange of the day ?—Quite so. 

1097. ( Sir C. Crosthwaite.) The tea and coffee 
planters, I understand, complain mainly that whereas 
they sell their produce in London for gold and remit 
in rupees to India to pay for their labour, as the 
exchange rises they have to pay more gold for the 
rupees which they remit for their labour, and therefore 
their labour costs them more. I understand that to 
be their cotoplaint ?—Yes. 

1098. Do you think, supposing that complaint is 
well founded, that the ordinary producer of India, the 
ryot, is in the same position ?—I suppose he ought to 
be in exactly the same position in so far as he pro¬ 
duces stuff which is sent out of the country to gold 
countries. 

1099. Do not you think that the fact that the 
majority of agricultural labour is paid for in kind 
affects the question ?—It affects the questiou in this 
way, that if the producer gets a larger price for his 
produce he has got to pay a larger price for the 
labour. 

1100. But does it affect him in the same way ? He 
always pays in kind. Therefore, to him, there is 
no appearance of change in the amount he has to pay 
for labour ?—When he is parting with, say, a maund 
of grain to his cultivators, and he could get five 
rupees in the market where he used to get not more 
than two rupees eight annas, he must think that he 
Is paying more for the labour. 

1101. As regards the importation of silver during 
the last year, in which there was one of the greatest 
famines there has ever been in India, the importation 
of silver was very large ?—Yes. 

1102. You think that has been used for ornaments? 
—Mainly, but some of it went into the native mints, 
and some of it into countries across the frontier. 

1103. The amount that went into the native mints 
was very small—about four crores ?—Yes, I think it 
accounts for something like 13 or 14 per cent, of the 
total imports. 

1104. You are inclined to infer from that, that the 
former idea that half the silver imported into India 
was made into ornaments is erroneous. Formerly 
the idea used to be that of all the silver imported into 
India half was made into ornaments and half remained 
in circulation ?—Or in hoard: 

1105. You are inclinqto think that the estimate of 
the amount that remained in CtrcuTftjT is too large ? 
—Only so far as the figures go at presfrit. I do not 
think we have a sufficiently wide basis* to formulate 
a distinct conclusion on that point. It may be that 
half is the correct figure, and it may be that two Jjicds 
would be a nearer approximation to accuracy. 

1106. You are not prepared to say that the argu¬ 
ment of the Government of India, so far as it is founae'if 
on the great importation of silver, and the. large 
additions to the currency that have been made from 
year to year, ha%been invalidated ?—Which argument ? 


1107. The argument that the rupee has become 
redundant on account of the large additions to the 
currency which have taken place during the last series 
of years ?—Whether the rupee is redundant or. not is 
a point on which no one can express a distinct opinion 
at present. Some say the rupee has contracted; 
others say it is redundant. Which is the more correct 
of the two I should like to reserve my opinion about 
until we have emerged from the abnormal period 
t hrough which we have been going practically since 
the closure of the mints. I am inclined to think that 
the next few months wilt show us what the volume of 
currency is really like, for we have now entered upon 
a normal period. 

1108. (Sir A. Dent.) You say that we have been 
going though an abnormal period during the last two 
years, but you hesitate to form any conclusion as to 
the effect the closing of the mints will have oh the 
trade of India ; I think you said that ?—No, I do not 
think I said that. I said that as regards trade, I do 
not believe the closure of the mints has had any 
effect at all on trade. I reserve my opinion as regards 
the effect of the closure of the mints on the currency 
in circulation in the country. 

1109. In the tables of imports and exports which 
you have given us, you put the closing of the mints 
as in theyear 1893-94. Trade possibly had not 
settled down then, I suggest, to the new condition 
of matters ?—In 1893-94 that is quite so. 

1110. Therefore, perhaps it might not be quite 
correct to form a judgment on the course of trade by 
taking five years in comparison with five years; 
perhaps it would be more accurate to take the last four 
years and compare them with the previous four years ? 
—But then two of the last four years have been years 
of terrible famine, so that the comparison would bo 
still further vitiated. 

1111. That is true; and also we know that in the 
previous two years it was subject to a very low rate of 
exchange ?—Yes, the exchange was very low. 

1112. So that for those four years we have peculiar 
conditions; in the first two years a low rate of 
exchange, and in the last two years plague and 
famine?—No doubt. 

1113. If you alter it to four years and four years, 
you will find that instead of having your import-trade 
increased by 4 per cent, it is diminished by 4,000,000 
rupees ?—Which four years would you take ? 

1114. If you take the last four years and compare 
it with the previous four years, you will find that that 
shows a deficit in your imports, comparing the one 
group with the other, of 4,000,000 rupees ?—You want 
to exclude from the comparison the year 1893-94. 

1115. I want to put that into the previous group of 
four years. I take the four last years compared with 
the tour previous years ?—If you put 1893-94 into 
the previous group (call it the group before the 
closure of the mints) then you have in that group 
1890-91 and 1893-94, both of them being extra¬ 
ordinarily exceptional years ; in 1890-91 there was a 
temporary stimulus to imports both of silver and 
merchandise on account of the sudden rise in the 
value of silver, which will show itself to you in its 
extent from that diagram. Then you take 1893-94, in 
which, likewise, there was a large and very exceptional 
temporary stimulus of imports, caused by the sudden 
rise of exchange following the closure of the mints. 

1116. My chief point is to show bow difficult it i:s 
to deal with these last four years ; how they have 'all 
had something exceptional abput them ?—No doubt 
that is so. 

1117. And when you come to your exportjwhiic.h: 

you may say kept very steady during 1897-“ 9 8 ££ 

has been very largely affected, I suppose, WVKI 

Have there been any wheat shipments; taken Kite 
account in those figures?—No, thfiwheatlcrpp did 
injreome to market till April and Way. ^fhnt will 
come r8K|l 898-99. 

1118. Now, referring to the. China (fade, I think- 
we may take it as a fact that there will be a consi¬ 
derable nuinber of mills started in China which will 
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eventually compete with Bombay. They are starting 
now; that, I suppose, you are aware of?—I have 
heard that they have started. I have heard of some 
having been established at Shanghai, three or four, I 
think ; but we have got well over 150 in India. 

1119. You say : “ Japan has become the largest 
“ consumer of Indian raw cotton for her mills, and 
“ the expansion of our trade in that and other direc- 
“ tions with Japan has been extremely rapid, so rapid 
“ as to more than compensate for the stagnation in 
“ the China trade. If China were, in fact, to develop 
“ a cotton-spinning and weaving industry, I feel 
“ convinced that the progress to which such develop- 
“ ment would testify would result in a large expansion 
“ of our commercial intercourse with China, as in the 

case of Japan ” ?—Yes. 

1120. Japan does not grow cotton ; it is dependent 
entirely for its cotton on America or India or elsewhere. 
China does grow some cotton ?—China does grow some 
cotton, but it is not much good. China lias always taken 
a considerable quantity of cotton from India for quilting 
purposes. 

1121. You say it is not much good, but that same 
cotton—the China cotton—has been exported very 
largely to Japan. Surely, if the Japanese mills can use 
it, the Chinese cotton mills can use it ?—I believe you 
will find that that represents a very very small item 
indeed in the exports to Japan. 

1122. I was not aware of that. I have seen a great 
quantity of cotton shipped from Shanghai ?—No doubt 
there is a certain quantity shipped, but it is nothing 
considerable. They could not possibly have a large 
cotton industry in China without taking Indian cotton. 
The export of cotton, as given by the Chinese Mari¬ 
time Customs, was in 1897, 493,000 piculs (a picul is 
about 133 lbs.), so that the total is a little more than 
half a million cwt., which is not very much. But, in 
any case, if China introduces an orderly Government, 
and has banking and postal facilities, and so forth, 
and is thus enabled to increase her foreign trade, I 
should be very glad to see it, for the sake of India, 
because our intercourse with China would certainly 
very largely increase. 

1123. They have very few mills now; if they had 
more mills the* would want more cotton ?—In 1896 
the export was 418,000 piculs. 

1124. But this is capable of very large expansion, 
as the demand for China cotton rises, and I think it 
will rise as mills are put up in Japan, and as mills are 
put up in China?—No doubt, if China is able to 
produce the cotton. 

1125. Now, may I ask a question or two with 
regard to tea ? If the rupee is maintained, under the 
proposed scheme of the Indian Governmeut, at Is. 4 d., 
and silver can be bought from Ghina at, say, 2(>d,, 
that will give the China tea grower a very large 
advantage over the Ceylon grower—perhaps 50 or 60 
per cent. ?—I would say, in answer to that, that sinco 
June 1893 the China grower has had a very distinct 
advantage over India, if there is any advantage of that 
kind, and yet nothing has happened except that the 
China trade has fallen off very materially. 

1126. But do not you think that, under such cir¬ 
cumstances, there is a strong probability tha; the 
Chinaman, taking advantage of this large percentage, 
which has only recently arisen, will succeed in re¬ 
suming his tea trade with the United Kingdom, and 
the Colonies, and America?—Since June 1893 there 
has been an alleged advantage of 10 per cent, and more 
in favour of the Chinaman, and he has done nothing 

H27 Tjat is very different to 50 or 60 per cent. 
*Do jHStt oalUthink there is very considerable danger of 
the Indian and Ceylon planter being ruined by this ? 
—Ifhink the Indian and Ceylon planters are per¬ 
fectly capable of contending with the Chinaman, and i 
heating him n his °™ field. 

1128. Pern«p 3 that would not apply to that class 
of small planter who owns his own garden—people 
who have no large body of shareholders to fall hack 
upon ?—I do not think they arc at all likely to 
x Y 2753, 


be hurt. Exchange is only one factor in the con¬ 
ditions of trade, and it is not so important ns people 
think. The other factors of trade are very much 
more important, and we have a distinct advantage 
over China in freight, in facilities of transport, in 
manufacture and everything, not to mention taxation. 

1129. If the planter in India anti Ceylon were very 
much hurt by this handicap, do you not think that 
the Indian Government or the Home Government 
should adopt some special measures to protect that 
industry ?—The protection of the industry would 
then have to be given at the expense of the general 
tax-payer. 

1130. Now as to coffee. You compare here the 
coffee in Brazil and the prices of your Mysore and 
Ceylon coffee ?—Yes. 

1131. There is practically no Ceylon coffee ?—That 
is so. 

1132. I think you stated that the prices of coffee 
were very high ?—Yes. 

1133. I think in Brazil the price of coffee lia3 been 
about the lowest ever known ?—Yes. 

1134. It is the coffee per se both in Ceylon and 
Mysore that you deal with ?—The average price of 
East India coffee in London has been as follows:— 
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heavy fall in prices from a level of about 100.?. to a 
level of 52s. Since 1887 prices have been on a high 
level, with a tendency to full during the last year 
or so. 

1135. Now give us the Brazil prices, and you will 
find that coffee has gone from 60s. down to 30s. ?— 
During the present year ? 

1136. During the last 12 months ?—No doubt that 
may he so. Brazil has had a very great crop. 

1137. As to the import of silver into India, which 
has been going on very largely lately, are you aware 
of the amount that has been imported for coinage into 
British dollars?—Yes, that is taken into account, 
because I am giving the net imports. 

1138. That is becoming a very important factor. 
It was about 3,000,000 dollars the first year, 
6,000,000 the second year, and for the last year over 
24,000,(XX). They actually coined 33,000,000 dollars 
up to the end of April and in May they expect to 
coin 4,000,000 dollars in the Bombay mint ?—Yes. 

1139. That is a fact that ought to he brought out 
in dealing with imports of silver ?—Yes. 

1140. (Mr. Holland.) In regard to these tables 
that you put in showing the course of trade during 
the five years subsequent to the closing of the mints 
and five years anterior to that event. These tables 
show a small increase of. 4 Ufr cent, in imports and 
5 per cent, in export, but they do not, and could not, 
show wbat the increase would have been if the mints 
had not been closfl. I suppo3i» you would not like to 
express aaj opinion as to what the probable drift of 
trade would have been if the Hints had not been 
closed ?—WVt I said was tha| the closure of the 
mints had—the effect of tem oraply dislocating trade, 
but that it (Hd not, and could not, and would not, have 
any permanent effect. Trade has been affected by 
quite a different set of factors. 

1141. Then do you think that upon Indian trade 
the full effects have yet been realized of the closing of 
the mints, say, the effect on the internal trade of 
restricted currency or the effect on the foreign trade 
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of stimulating competition in silver-using countries ? 
Do you think that those full effects have yet beeu 
realized ?— Yes, I think they must have been. 1 
think we have had time enough during the five years 
to judge how far anything of that kind has had any 
influence. 

1142. In reference to Indian trade you rightly say, 
that, of course, as with all kinds of trade, it. must he 
influenced by the question of supply aud demand, but 
do you not think that if any legislation takes place 
which has the effect of lowering the price, that will 
affect supply injuriously, inasmuch as it will diminish 
profit, and diminished profit, of course, sooner or later 
means diminished production ?—Has there been any 
legislation affecting prices ? 

1143. That Iain not prepared to say, but if any 
legislation were enacted that could be shown to have 
an injurious effect upon the rupee price of com¬ 
modities, do you think that that would be injurious ?— 
If there were any such legislation, I should think we 
should at once hear about it. No doubt trade would 
be affected if there were legislation injuriously 
affecting the price of goods. 

1144. You admit that the closing of the mints, at 
any rate for a time, did introduce instability of 
exchange in regard to the exchanges with silver 
countries ?—Yes, certainly. 

1145. But you maintain, I think, that the effect of 
that instability on the trade with China has not been 
permanent ?—No, it has not been permanent. Our 
trade with China is going on just ns it used to go on 
before the closing of the mints. 

1146. Then if the effect of instability is not 
permanent, does not that discount the value of 
stability generally ?—No, it is a very important point 
in the conduct of commercial transactions that we 
should have a fixed factor in exchange. 

1147. You say that it produces no permanent 
effect ?—It does not produce any permanent effect on 
trade relations generally. 

1148. With regard to mill building, I think you 
have already said that there has been cotton-mill 
building in China?—I am told that is so. They have 
three or four mills now at work in Shanghai, or about 
to work. 

1149. Would it surprise you to hear that cotton- 
mill building in China is going ahead, and that (he 
reason it has not gone ahead even more than it lias is 
owing to the engineers’ strike which took place last 
year, which interfered with the output of machinery 
for the starting of those new mills ?—I should not be 
surprised to hear that; I should be rather glad to 
hear it. 

1150. You referred to the mill building that had 
taken place in Japan. Can you tell us whether that 
took place under a gold standard or under a silver 
standard ?— A good deal of it was before the war; 
since the war there has been a good deal more, and 
they have rather overdone it, I understand. That is 
very natural. They have had a very large inflow 
of money from the payment of the indemnity by 
China, and, as in the case of Germany after the 
Franco-German war, they have gone through rather 
an acute monetary crisis. 

1151. You think the alteration of the standard has 
had nothing to do with it ?—Not the slightest. 

1152. You told us that notwithstanding the increase 

of mill building in Jagan there has been some com- 
peusation in the way trade with Jupau, 

and you mentioned thatlthere bad been an increase 
in the exports of IndidT cotton to lj^pan ?—Yes. 

1153. Do not you tKnk it is a verfr consolation 
for the Bombay milowner to know thflt the raw 
material which otherwise he might hrtnself have 
worked up is being taken by his competitors ?—As a 
matter of fact the export of cotton yarn lr<5YH> P«(mbay 
shows an increase year by year. 

1154. You will admit that the exports of yaru shift?-A 
very trifling increase when compared with the enor¬ 
mous increase in the exports of raw cotton ?—The 
ordinary mu-mal exports I mean. The export of 


cotton to Japan is a new thing. If I were a Bombay 
millowner and I thought that my yarn was not going 
to be used, and that some Chinese or Japanese manu¬ 
facturer would go past me and get the raw cotton and 
spin it himself, I should be greatly concerned ; but that 
is not happening in India. While the export of raw 
cotton to Japan for manufacture has increased, our 
exports of cotton yarn have also increased. 

1155. Are you in a position to say whether or not 
the Bombay mills are satisfied with the present 
position of things ?—I do not think anyone is satisfied 
with the present position of things, because the 
present position of things involves the extremest 
uncertainty. What we want is a settlement. 

1156. Do you admit that China has been greatly 
advantaged by this cheap silver ?—No, not at all. 

1157. You told us that wages had been increased, 
but not in proportion to the increase in prices ?—Not 
quite so much. 

1158. Then, to the extent of the difference, labour 
is disadvantaged r—No doubt that is so. 

1159. Can you tell us, as a matter of information, 
if there are any trades unions in India ?—Oh, no ; 
we have occasional strikes, bat there is nothing in the 
nature of trade unions in India yet, at all. 

1160. You told us that the wages of labour in 
Indian mills had advanced 20 per cent. ?—Quite 
that. 

1161. Could you tell us whether the labour in China 
mills has also udvanced ?—1 do not know about 
China. I know that in Japan the cost of labour ha3 
increased very largely. 

1162. Since the gold standard ?—Not since the 
gold standard ; rather since the war. I may mention 
that the other day I came across a remark to the 
effect that in China wages have risen very high. 

1103. You tell ns that very large exports of gold 
have, in your opinion, been occasioned by the famine ? 
—Probably, to some extent at all events. 

1164. Do you think, to any extent, they may have 
beeu occasioned by the transfers of capital which we 
are told have occurred during the last few years ?— 
It may be so. Gold is only merchandise, like anything 
else in India, and in default of having merchandise 
to export gold is shipped. 

11(55. You say a good deal of the imports of silver 
has gone to the native mints. How many of these 
mints are there ?—There are not very many now. 

1 have the figures hero. There are 30 native mints on 
the list, but some of them have closed. 

1166. But some are remaining open?—Some are 
remaining open. All the larger ones are closed. 

1167. With those that are not closed I suppose 
business will be rather brisk ?—No, it was rather 
brisk in 1893-4. Immediately following the closure 
of the mints there was a speculative coinage; bnt 
it was found not to be a paying business, and the 
thing has come down to normal proportions. 

1168. You say that there is no reason to suppose 
that bar silver is being used for currency anywhere 
in India. I suppose there is no disability imposed 
upon bar silver being used for currency?—None 
whatever. If a man chooses to use bar silver as a 
medium of exchange he is free to do so. 

1169. You admit that it is desirable to have u 
stable exchange, but do you not also admit that 
stability may be bought at too high a price ?—Pretty 
nearly everything in the world may be bought at tc^ 
high a price. 

1170. In enumerating the effects of the closing ogk 
the mints, I notice you say nothing about the effect^^ 
the stringency of money currency. I suppose 

not think there is aDy connexion between the two 
—No, I do not. 

1171. But you are awure that someJjo(dBBBJb' 
favourable rate of exchange has been bqhBRQont 
by^bc closing of the mints ?—Yes That would only 
operate, of course, through a contraction of the cur¬ 
rency, but we have no evidencejChatTtbeie is any such 
contraction. In fact, if, holding the quantitative 
theory, you look at prices, you will see that, not’only 
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is there no contraction, but that there is still 
redundancy. 

1172. Then you disagree with those who say the 
closing of the mints lias been the chief factor in 
improving the exchange ?—It is one of the factors 
probably, but certainly it is not the principal factor, 
to my mind. 

1173. Is it not conceivable that, indirectly, the 
closing of the n\ints may have some effect on the 
stringency of the market ? The high rate of exchange 
might lead to the transfer of a large amount of capital 
from India, and that transfer of capital would lead to 
a stringency of the money market. So that the 
indirect effect of closing the mints would to some 
extent, account for the stringency of the money 
market ?—In a way the closing of the mints, no 
doubt, is the cause of the prolonged stringency in the 
money market, because, if the mints were opened, 
the money market would be relieved by the importation 
of silver passed into the mints and then passed into 
the currency, and you would have your capital there ; 
but if people choose to send out their capital in gold, 
the stringency would at once disappear. 

1174. I understood you to tell us that it was the 
scarcity of loanable capital that was responsible for 
the stringency '!—That is my view. 

1175. Do you think that is tho principal factor, or 
that it is not rather owing to the contraction of the 
currency ?—There are ccrtaiu distinctive features of a 
contraction of currency, and none of those are present 
on this occasion. 

1176. You said also, if the exchange value of the 
rupee were to fall from Is. 4 d. to 10rf., a commercial 
crisis of unprecedented gravity would ensue ?—I 
believe so. I have been informed by merchants in 
Calcutta and Bombay that they would regard such 
an event with the greatest alarm. 

1177. But do you think there would be the same 
ground for alarm if the Government were to enter tho 
market and make purchases of silver and coin it, with 
a view to approximating bullion and token values 
more nearly, and at the same time relieving the currency 
needs of the commercial community?—You mean 
bringing it about gradually ? 

1178. Yes?—I think it would probably act in this 
way : no one would feel inclined to enter into con¬ 
tracts, because nobody would know what the exchange 
would be next week. They would defer their opera¬ 
tions until exchange fell. 

1170. If capitalists here are of opinion that the 
return of their capital to India would be followed by a 
fall in the rate of exchange, are you surprised that 
they prefer to keep it on this side and not to send it 
back?—Of course it would require some sustaining 
elements on the other side. It would require the 
operations which we propose to undertake by the 
introduction of the gold standard. 

1180. {Mr. Hambro.) Can you give us any idea as 
to the gold production of India during the live years 
in which you say tho net imports had been 770,000 
ounces, so as to get some idea of the gold that had 
been retained in the country during that time ?—I 
have not the production of gold in India, I can get it 
for you. 

1181. I only want to see how much gold has been 
retained in India during that period. I understand 
this to be the net balance ?—The net importation 
after deducting exports. 

1182. Therefore India also retains what she 
produces ?—No, what was produced was exported. 
jjll the mines seud their gold out of the country. 

1183. Would not the amount of gold remaining in 
India ljjaftected if the net of tho imports and exports 
ws^e, 770000 ounces and she also brought some out 
of thfe w&rth ; that would make more remaining in 
India ?—-What was brought out of the earth Was 
exported,' 

1184. The balance of the exports and imports was 
770,000 ounces^—Yes, that remained after taking 
into account all that she sent out of the country, 


whether it was locally produced or had been imported 
before. 

1185. But I think what she brought out of the 
earth would be an increase of so-called capital in the 
country or gold in the country, would it not ?—Not 
unless it remained there. 

1186. It all remained there, and 770,000 ounces 
came in ?—The increased capital with reference to 
the gold mines would be the capital employed in 
extracting the gold—not the gold itself. 

1187. Can you give us the statistics of how much 
was produced in those five years ?—The production 
of gold in India is reported to be:— 

1894 - - 211,770 ounces. 

1895 - - 248,885 „ 

1896 - - 342,808 „ 

I have not got the figures for 1897 as yet. 

1188. And could you give me any statistics of the 
increase of the rupee-using population ?—In India ? 

1189. I said rupee-using population, so that Ceylon 
would also come in ?—I have no statistics of the 
increase of population in Ceylon ; but it would probably 
be much the same as India. In India we may take the 
increase of population to bo something like 1 per 
cent, per year. We had about 287,000,000 in 1891, 
and you may say that it is something over 306,000,000 
in India now, and 310,000,000 with Ceylon. I 
suppose there will be an increase since 1893 for the 
five years of somewhere near 20,000,000 in India. 

1190. That is in British India alone ?—In all India. 
The rupee-using population outside India is relatively 
very small. It is chiefly in Ceylon and Mauritius. 

1191. And you consider the present rupee currency 
is sufficient at all times for the wants of the 
population ?—At all times. 

1192. Up to the present at any rate ?—Up to the 
present moment we have had no indication whatever 
that there has been any actual scarcity of coin. To 
illustrate that I would say that I know of my own 
personal knowledge that in the interior of the country 
money has been available at any time, on the security 
usually considered good, at 8 per cent. 

1193. Then you are not of opinion that 2 per cent, 
per month has been paid ?—Not at all. Even in 
Calcutta I am aware that while the discount rate has 
been 12 per cent., and while it has gone even up to 
13 per cent., you could always get money in the 
bazaars at lower rates. 

1194. But I think you said that the flowing away 
from the centres, caused by the war, had decreased 
the amount of the currency in the centres, and thereby 
affected the exchange ?—Affected the exchange, aud 
affected especially the rate of discount. 

1195. So that there was hardly enough currency, 
at any rate, to flow in the ordinary way through the 
centres ?—There was not enough in the centres at- 
that moment. It is just the case of a stringency of 
the money market, such as may occur, and does occur, 
in London or New York, or anywhere else. It is a 
dispersion of rupees, or a diversion. They are taken 
out of the places where they are ordinarily used aud 
used elsewhere. 

1196. So that, at the moment, the currency was 
hardly sufficient for the centres where it was wanted, 
as well as the other places ?—It was quite sufficient 
for those other places. 

1197. But not for the con tree ?—No, it was not 
enough there. 

1198. Would /ou cetjsjdjr it wise, if possible, to 
have some currency l^wwnereby the currency would 
increase or decrease automatically as necessity arose ? 
—That Vtould, pertainly be the ideal method. 

1199. Do you think it would be a good way for 
India, if possible ?—Certainly, much the best way, 
in fact, the only way, I think. 

1200. I do not know whether this is a question 
vffifch comes under your department. Do you think 
that, suppose a Bank of India were started with a gold 
capital, having power to issue notes and hold money 
against those notes, do not you think the native 
commercial people of India would raflher borrow from 
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that bank than from the money lenders at high rates ? 
—No natives borrow money from money lenders at 
high rates except those who cannot obtain money 
from the banks now, that is, those who have no good 
security to offer, the classes who borrow on portable 
property in the way of pawn transactions. 

1201. But I think it was stated in the evidence the 
other day that money had been borrowed on the 
security of gold at interest as high as 24 per cent, 
per annum?—I am not aware of anything of the kind 
happening, and I am not inclined to think it is true. 
The security must have been very bad. 

1202. Gold ?—It is impossible. 

1203. (Sir D. Barbour.) But I understand that 
il was for a short period. I think it was said that 
there was something like a panic, and during the panic 
no business was done at the ordinary rates ?—I 
suppose what is meant is, that there was such a 
stringency in the market, that although the bank rate 
was 12 or 13 per cent., the banks refused to lend at 
all; they wanted to keep hold of the money that they 
had got. 

1204. {Mr. Ifambro.) If the native could get an 
advance on his hoards from a bank such as I have 
described, do not you think he would be likely to take 
advantage of that ?—I do not think so. The gold 
that was offered in the particular case you are speaking 
of was gold that was in the bazaar. It was not gold 
taken out of hoards; gold is not taken out of hoards. 
There are, in fact, no gold hoards, except those of the 
ruling chiefs. All the gold owned by the natives is 
in the form of ornaments worn on the persou, except 
in the case of the great chiefs. In fact, with reference 
to the currency, you may say that we shall get no gold 
out of the store of gold that there really is in India. 
None would be brought into the market. 

1205. You mentioned about the states that have the 
right of mintage. I think Baroda, Hyderabad, and 
Indore have mints of their own ?—Yes. The 
Hyderabad mint ceased to coin in 1893. They found 
they were coining much too largely in excess of their 
requirements, and that the coin remained on their 
hands; it was an unprofitable speculation. I have 
here a statement of the quantity of coin which passed 
into the native mints since 1891. It is in tolas—a 
tola is three-eighths of an ounce. In 1891, 11,000,000 
tolas; in 1892,15J millions; in 1893, nearly 20,000,000; 
in 1894 it came down to 8| millions ; in 1895 it was 
nearly 11,000,000; in 1896, 12,000,000; in 1897, 
under 8,000,000. So that except in 1892 and 1893, 
you may say that the coinage in those mints has been 
a normal coinage. 

1206. Then you think the large hoards of gold in 
India are quite unapproachable by any means ?-—Yes, 
I think so ; because they are on the persons of the 
people ; they are not hoarded in the earth and they are 
not intended to be placed on the market. 

1207. They must be very rich people, because I 
think you estimate the total gold in India at 
300,000,0007. ?—If you divide that off amongst the 
people of India, you will find that the quota of each 
is extremely small. 

J 208. {Sir D. Barbour.) Is there any theory as to 
what has become of the old Indian gold coins ? Are 
they hoarded ?—They have all been melted. What¬ 
ever hoards there are of gold, are, you may say, in 
the form of bars or ornaments. 

1209. And the gold in the market would come to 
bow much ?—It is very hand to say. 

1210. 1,000,0007. or 2,000,0007. ?_I should hardly 
put it at much beyond that. It Is onjy a few of the 
big chiefs who have any hoards of gold. 

1211. It used to be understood, when it was thought 

expedient to buy gold and send it to this country, 
that you could not get in the Indian market more 
than, say, half a million of gold at any time ?—-I 
should think it extremely doubtful whether you could 
get so much at any time. ■' 

1212. That is in the market?—In the market; 
yes. 


1213. {Mr. Hambro.) I seem to have misappre¬ 
hended one of your answers as to the increase of 
population in India. Did you mean the figure you 
gave for India alone ?—India alone. 

1214. {Sir J. Muir.) British India?—No, all 
India. 

1215. The total population of all India 13 
312,600,000, about ?—Say about 306,000,000. 

1216. (Mr. Hambro.) There is one of your 
answers that I did not quite understand. You said 
the Government borrowing in India reduces capital. 
But is it not the fact that the Government, when it 
borrows, borrows in rupee currency ?—It borrows in 
rupees, but it takes away the rupees from the floating 
capital which is available for commerce and industry. 

1217. But it only borrows when it wants to pay it 
away again. It is only a temporary reduction of 
capital ?—It does not pay it out in the particular 
places where the capital happens to be wanted. 

1218. It is a temporary disturbance?—It is a 
temporary disturbance, but it might last a very long 
time. 

1219. (Sir D. Barbour.) What you say is this, 
that floating capital or the capital available is reduced, 
but the currency is not reduced ?—Not at all. 

(Mr. Hambro .) But the Government borrows in 
currency. 

1220. (Sir D. Barbour.) Yes, but the currency 
is paid to the people for whatever Government may 
want; it ceases to be loanable capital then; it is in 
the hands of the ryot?—Quite so, but there is no 
diminution of a single rupee. 

1221. (Mr. Hambro.) You said that when the 
Secretary of State ceases drawing, exports decline, 
but by his ceasing drawing does not money get 
locked up in the treasuries, and so fget tighter ?— 
Money gets locked up in the treasuries, but when it 
gets locked up in the treasuries in that way it is avail¬ 
able for the ure of the public if they choose to buy 
Council bills. 

1222. But the effect of his not drawing locks it up 
for a time, and so makes money tight in India ?—Yes, 
for the time being. 

1223. Might that not affect the exports ?—It 
might, yes. 

1224. So that the very effect of his not drawing, 
and making money tight, might prevent the exports 
for the time being ?—Yes. 

1225. Then tight money prevents exports ?—Tight 
money will certainly have the effect of discouraging 
exports ; no doubt it has, and all trade generally. 

1226. Do you think the money is sufficient on the 
spot in India for the wants of all the exporters and 
of all the ryots and everybody at the present moment, 
even granting the figure of 220,000,000 ?—Do I think 
that that is enough ? 

1227. Yes?—Oh yes, I think so. 

1228. (Chairman.) I should like to clea up this 
point. Either these figures are wrong, or I do not 
understand them. As to the net exports, that is the 
net amount retained in India of gold—imports over 
exports—I make out that for the last five years, 
according to the figures which have been given 
to us, the imports of gold into India have been 
Rx. 21,704,459, say, Rx. 21,700,000, and the exports 
have been Rx. 16,310,000 of gold?—My figures art 
in ounces. 

1229. Your figure is 770,289 ounces ?—Yes. 

1230. Then in round figures you will take 47. per 
ounce ?—Yes. 

1231. I make out a difference of upwards of 
2,000,000 ?—Of course, you have to takeexcliangei' 

1232. It would not be a question of exchange uponi 
gold, would it ?—Oh, yes, of course. 

1233. When you put here 10 rupees in gold-Waal 
price have you taken it at ?—At the price of the 
day*^ 

1234. The current rate of exchange?—Yes, say 47. 
an ounce—37. 17s. 9rf. or 37. 17r. J 0(7. at the rate 
of the day; the rate at the time when the gold was 
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actually exported or imported. I do not take it on 
the average of’ the year. 

1235. But these returns are for the year. Take 
the last year. The total amount of gold exported 
from India last year was Rx. 3,372,700, and the 
amount imported was Rx. 7,281,200, showing a 
balance to the good for India of Rx. 4,908,500, and 
I find that that agrees with the calculation elsewhere 
as to what they call the net imports. Now, I cannot 
reconcile your net imports with this, except that this 
is taken at the exchange value, but the value of gold 
does not alter ?—The value of gold in India alters 
very much. 

1236. You mean more rupees could be got for it ? 
—Yes. 

(Sir D. Barbour.) These figures of the India 
Office are, of course, based on Mr. O’Conor’s figures, 
so that there ought not to be any discrepancy. 

1237. (Chairman.) Perhaps you will look into 
that, because I want to be clear about the point. For 
instance, how is the mining in India dealt with ?—It 
is treated as an export. 

1238. Suppose I send 500 1. to India, that is an 
import; India exports to you 500/. in gold, that is an 
export, and therefore there is nothing to be taken 
into account; but my friend, A.B.C., has a mine 
which produces him 500/., where does that come in ? 
—That comes in in the exports, if it is exported. 
My answer was : “ All that is mined is exported.” 

(Mr. Hambro.) May I put it in in another way. 
My theory is that, if the exports and imports are 
balanced by 770,000 ounces, there is in India at the 
end of the year 770,000 ounces. /j/m.v what India has 
produced during the year. If I bring 40 barrels 
through that door, and I send out 20, there are 20 in 
the room, and if I find 20 under the floor also there 
are again 40 in the room. 

(Mr. Campbell.) If you export those 20 barrels 
they add to the exports. 

(Mr. Hambro.) But they are not exported; they 
remain in the room. 

(Mr. Campbell.) No, India exports all the gold 
she produces. * 

1239. (Chairman.) Let me put it in this way: 
Last year the figures show that there was imported 
into India Rx. 7,200,000 of gold. The gold was 
sent there in some way; I suppose it was sent from 
England or from somewhere else, or according to my 
construction of your figures it was found in the mines 
in India ?—No. Mining is a custom house export. 

1240. Then does that include the million or million 
and a half which was raised in India?—Yes, it does. 
It includes all the local production and the re-export 
o' imported gold. 

(Mr. Hambro.) But the other gold must bo some¬ 
where. 

(Sir D. Barbour.) If the exports and imports of 
gold balance in any particular year, India is richer 
by one million at the end of that year, that being the 
amount of gold produced in India. 

( Witness.) That is so, of course. 

(Mr. Hambro.) She is richer by what she produces 
over what she exports. 

1241. (Mr. Campbell.) It was anticipated, was it 
not, that when the mints were closed the exchange 
would rise to Is. 4r/. ?— Yes, that was the general 
anticipation. 

1242. But instead of rising, exchange for two years 
Subsequent to 1893-94 felt very considerably ?—Yes. 

1243. And concurrently with that fall of exchange 
there was a very considerable rise in exports ?—Yes. 

1244. I see from your tables that in 1894-95 the 
exports roso front 110 to 117 crores, in tho following 
year 1895-96 to 118 crores?—Yes. 

1245. Exchange then having fallen to the neigh¬ 
bourhood of Is. It/. ?—Yes. 

1246. In 1893-94 the Government held for a high 
rate of exchange ; they did not allow the exchange 
to take its natural course, and in that year the exports 
fell from Rx. 113,000,000 in 1892-93 to Rx. 110,000,000 
in 1893-94?—Yes. 


1247. Now as regards the effect on the imports. 
In 18 1, 3-94, when the Government attempted to main¬ 
tain the. exchange, imports rose from 83 crores in 
1892-93 to 95 crores in 1894-95?—Yes. 

1248. Then when the Government allowed exchange 
to take its own course again, there was a very heavy 
fall of imports?—Yes. 

1249. They fell to 85 and 86 crores in these 
respective years ?—Yes. 

1250. Then, when exchange began to advance agaiu 
in 1896-97 and 1897-98, exports fell to 108 and 104 
crores ?—Yes. 

1251. Which, you say, was accounted for largely 
by the famine ?—Yes ; the decline was mainly in food 
grains, and in cotton, the crops having failed. 

1252. But in these same years there was not only a 
fall in exports, but there was at the same time a rise 
in imports. The imports rose from 80 to 89 crores, 
and from 89 to 94 crores ?—Yes. 

1253. The famine would not account for that?— 
No; the famine, of course, did not account for the 
increase of imports; exchange accounted for that for 
the time being. There was a temporary stimulus 
given. 

1254. Now I wish to draw your attention to the 
similarity with regard to the rise in 1893-94 to 
1897-98. In 1893-94 exchange was kept from falling 
by the Council holding their bills and holding out for 
a high rate. Exports fell and imports rose to an 
extent which greatlv altered the, balance of trade ?— 
Yes. 

1255. Very much the same thing happened in 
1897-98, but the reason was not in this case that the 
Government held (heir hills fora higher rnte, but that 
in consequence of the war and the famine, they had 
not the bills to sell ?—Quite so. 

1250. I would like to draw your attention to some 
figures as bearing on the question of the effect of 
exchangoon trade balances. In 1893-94 the Govern¬ 
ment budgeted fur 18,700,000/., they sold 9,500,000/., 
at an average exclmnge of Is. 2 • o\<l. ?—Yes. 

1257. The trade balance in that year was 
Rs. 15- 12-00,000; that is, the Government only 
drawing half its requirements, the trade balance shrank 
to Rs. 15• 12■ 00,000?—Quite right. 

1258. Next year the Government budgeted for 
17,'000,000/., and sold their 17,000,000/., but the 
rate they got was only Is. 1 * 1 Oil. ?—Yes. 

1259. The trade balance in that year expanded to 
34 crores ?—Yes. 

1260. Wry much the same thing happened in the 
following year: they budgeted 17,000,000/. and sold 
17 : 500,000/., the rate being Is. 1"64</., and the 
trade balauce that year lieiDg Rs. 32 ’ 29 • 00,000 ?— 
Yes. 

1261. In 1896-97 there came a change; they 
budgeted only for 16,500,000/., and only sold 
15,500,000/., the rate they got was higher, namely. 
Is. 2’45 d. but the trade balance shrank to 
lls. 19-63-00,000 ?—Yes. 

1262. In 1897-98 they budgeted for 13,000,000/., 
they only sold 8,800,000/., they got an exchange 
of Is. 3 - 40c/., the trade balance fell to 
Rs. 10-61 -00,000 ?—Quite so. 

1263. Does not this show a very close relation 
between the umount of the bills sold, the rate of 
exchange, and the trade balance ?—Certainly. 1 do 
not think that tho rate of exchange has anything to 
do with it, but it shows a very close relation between 
Council bills and the excess of exports over imports. 

1264. But that is concurrent with the variation in 
exchange ?—Yes, but 1 do not think the rate of 
exchange has had anything to do with the case. It is 
the amount required to be paid by India which has 
had everything to do with the case. 

1265. We will come to that point about the effect 
on exchange a little later. Now take 1893-94. The 
Government sold about half their bills. They 
budgeted for 18,000,000/. and sold about millions ? 
—Yes. 
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1266. That was in consequence of their holding out 
for a nig'ner rate of exchange ?—Yes. 

1207. Would you ngreo that if they had accepted 
the market rate of exchange they would have been 
able to sell the whole of their 18,000,000/. ?—Yes. 

1268. But in that case would the trade balance 
have shrunk to 15 crores ?—No, the trado balance 
would have corresponded to the amount of council bills. 

1269. And does not that show that the rate of 
exchange has a very important effect?—Not the rate 
of exchange, but the amount the Secretary of State is 
pleased to draw. 

1270. But the amount the Secretary of State is 
pleased to draw has an effect on exchange. Ho wilt 
not get the same for 18,000,0007. as he got for 
9,000,0007. P—No, I suppose he would not. The rate 
of exchange follows. It is not a cause but a conse¬ 
quence of the operations. 

1271. The trade balance is the consequence of both 
together ?—The trade balance, I think, is really the 
consequence of the operation, caused by the amount 
that the Secretary of State calls upon India to pay. 
The excess we send out is the amount of our debt to 
the Secretary of State. 

1272. Then you do not think that the fall in 
exchange has any influence in compelling trade 
balances ?—There is always a temporary stimulus, I 
admit, but I am quite certain there is no permanent 
advantage to tfadc hy the fall in exchange. 

1273. Now take the movements in gold. In 
1893-94, with the exchange at Is. 2 - 54<7., the price of 
gold in India averaged about 26 rupees a tola ?—I 
will take that from you. 

1274. And India imported on balance 64 lakhs of 
rupees in gold ?—That is so. 

1275. In the following year, 1891-95, exchange foil 
to about Is. 1<7. ?—Yes. 

1276. And the price of gold in consequence rose to 
the neighbourhood of 30 rupees a tola ?—Yee. 

1277. And India, instead of importing any gold, 
exported a balance Iis. 49'74,00,000 ?—Yes an 
alteration of very nearly 5 crores. 

1278. That is an alteration in the balance of trade 
in the item of gold alone of 5J crores ?—Yes. 

1279. Is that due to anything else then the differ¬ 
ence of exchange ?—I may tell you that we have seen 
exactly the same thing before with open mints anil 
with high nud low exchange. It is just simply a 
question of the conditions of the time. 

1280. But I suppose you would admit that if that 
five crores hail not been exported, exchange would 
have fallen further than it did ?—I suppose so. 


and the only other question is the rate at which he 
can draw on London ?—Also freight. 

1281. Of course freight comes in in both cases. 
The higher rate which benefited the Manchester 
operation tells in the opposite direction in the case of 
the wheat operator, and makes the transaction 
impracticable ?—Yes. 

1285. Now you can imagine that a drop of, b«v Id., 
in the rupee might have altered the two cases 
entirely. It might have prevented the Manchester 
man from executing his order and enabled the 
Liverpool man to carry through the business ?—Yes. 

1286. So that in that cuse there would have been 
a double effect upon the trade balance, an export 
would have been prevented and an import facilitated ? 
—Yes. 

1287. That is an instance of the effect of a low 
exchange on the trade balance ?— That is for the time 
being, but the people of India want only a definite 
quantity of Manchester goods, and if an excessive 
quantity is put into the country because the rate of 
exchange is high and it tempts people to send their 
goods iu, there must bo a reaction in the following year. 

1288. But what I want to put to you is this, that 
a forced rate of exchange acts in the way of reducing 
the balance of trade necessary to enable India to pay 
its foreign obligations ?—For the time being it does. 

1289. And so long as that lasts ?—It is only while 
the alteration is going on. When there is a suddeB 
change you have that effect, hut not afterwards. 

1290. As long as the condition lasts it does operate 
in that way ?—No, if only lasts for the time being. 
It lasts when the change begins to take place. Say 
exchange is Is. 2d., and suddenly you close the mintB 
and raise the exchange to Is. 4d. ; that change causes 
an immediate demand for goods in India by people 
who want to profit by the high rate of exchange. 
But in the course of a few months all other conditions 
are adjusted and trade conditions resume the aspect 
which they had before the change occurred. You 
have a new set of conditions. 

1291. But take the five years given in your table 
here. Iif 1893-94 you find the rate of exchange was 
Is. 2-5-k/., and you have a trade balance of 15 crores. 
In 1894-95 the exchange is Is. 1-10 d. and the trade 
increases to 34 crores. In the next year 1895-96 tho 
exchange is Is. 1-64 d. and the trade balance is 32 
crores. In the following year, 1896-97, you find a 
rise in exchange to Is. 2’45<7., and you have a trade 
balance of 19 crores. It has fallen from 32 crores to 
19 crores ?—Yes. 

1292. In 1897-98 you have an exchange higher 
still of is. 3‘40rf., and the trade bnlanee Inis shrunk 
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1298. You say that there seems 'to be no reason to 
suppose that in normal years, the trade of India will 
not be large enough to carry off' the total amount of 
Council bills. Is it on the experience of the past five 
years that you rely in expressing that opinion ?—No, 

I rely on the experience of any number of years. 

1299. But the conditions are changed now. The 
mints are closed. With closed mints you have only the 
past five years to rely upon ?—Yes, but I rely also on 
the productive capacity of India. 

1300. Productive capacity is one element. The 
importing power of India is another. It is trade 
balance; both productive capacity and importing 
power ?—'Yes. 

1301. And I think the figures which I put to you 
just now, prove that that trade balance is materially 
affected by the rate of exchange ?—I am afraid we 
shall not be able to agree on that point. I feel quite 
sure that it is only what the Secretary of State 
requires from us. The question is, are we able to pay 
our debts? If the Secretary of State calls upon us to 
pay 34, or 35, or 36 crores a year as the equivalent of 
what he draws, I do not see why we should not give 
him that 34, 35, or 36 crores, or even 40 crores. 

1302. At a rate ?—Of course, it is a question of 
price. 

1303. But you talk of a rate of Is. 4 d. ?—I do not 
mean a rute of exchange. It resolves itself into the 
question of price. We should have to increase our 
exports largely, and the question would arise, would 
Europe give us the prices that we want ? 

1304. Low exchange means a high rupee price, does 
it not ?—No, I am r.ot inclined to think that exchange 
has any real effect on prices. 

1305. Not on the price of these exports of gold that 
I was speaking of just now ?—On the rupee price of 
gold, yes. 

1306. I am speaking of rupee prices; a low 
exchange means a high rupee price?—Gold has a 
uniform gold price. It only varies within very small 
limits, but that is the only article in the list of the 
world's commodities which has a uniform gold price. 

1307. Then, besides enabling Council bills to be 
sold for l.s. 4 d., is it not necessary that India should 
be supplied with her currency as well?—Yes, but I 
think it will be a very long time before India will 
require to be supplied with a gold currency. For the 
time being, say for the next—well, I should not like to 
say how many—years, but for a good many years, she 
has a sufficient supply of silver without resorting to 
further currency. 

1308. But the proposal is to send out gold, and 
issue notes against it ?—Yes. 

1309. That would increase the currency, would it 
not; the notes would be in circulation ?—Is there sucli 
a proposal ? 

(Chairman.) I think it will be better to ileal with 
this part of the question when we have Mr. Finlay. 

1310. (Mr. Campbell.) I think you said that you 
would not rely upon any gold in the country going 
into the Treasury as currency ?—No. 

1311. But if gold can coine out for export, as it does 
sometimes, if the Treasury price was better than the 
export price, would not that lead to it being sent in ? 
—Yes, but this gold that is exported, is not any 
portion of the hoards of gold that we were referring 
to. 

1312. But it is there available for export, and if it 
is available for export' it would be be available to be 
sent in if the prices were suitable ?—To the same 
extent. 

1313. Then it is very much a question of price ?— 
It is very much a question of price. It would be 
available for either export or melting purposes in 
India or for sale in India. 

1314. (Mr. Le Marchant.) With regard to the 
valuation in Hr. of exports and imports, and therefore 
to the net balance—Would the valuation as given in 
the tables in Kx. be an actual mercantile value—an 
actual difference—or would the 'rate of exchange 
have to be taken into account in arriving at that ?— 


The Rx. in this case, simply represents the rupee 
value; the rupee prices of the goods exported at the 
place at which they are exported. 

1315. (Mr. Hambro.) On the day?—On that day. 

1316. (Mr. Le Marchant.) And that might follow 
very closely on the market value in Europe ?—Yes, in 
the case of a great many articles, it does. 

1317. And equally with the imports?—Equally 
with the imports, yes. 

1318. And just 60 far as that goes, it would be an 
actual and not an artificial sum ?—No, quite nil actual 
sum. There is r.o artificiality about it. 

1319. With regard to the fall in imports after the 
resumption of Council bills, J think you were saying 
that, when the Secretary of State suspended the sale 
of Council bills, imports increased very materially ?— 
Yes. 

1320. And subsequently, on resuming sales, there 
was a reaction ?—Yes. 

1321. Would that have been caused by the excess 
imports taken during the suspension ?—Ye.s, no other 
cause but that. 

1322. Would that load to the inference that after a 
time exceptional increases of exports, if attributed to 
exchange causes, would tend to find their level again 
—that is to say, that a reaction would occur after a 
rise ?—It must do so, and always does. 

1323. So that, taking the permanent effect, these 
changes would, as it were, work thetbselves out ?— 
There is no visible permanent effect from them on 
see changes from year to year, but if you try to 
ascertain whether there has been a large increase in 
the volume of trade, you find nothing of the kind. 
There is simply the ordinary increase, and sometimes 
not even the ordinary increase. 

1324. If you look back at the statistics of exports 
and imports during past years, can you connect 
increases of exports with a fall in exchange?—Not 
at all. I have made out a table which may be, of some 
use in connection with that question. (The tvitness 
produced a table.) This is a table of the values of 
exports and the increase or decrease in these values, 
with the exchange rate each year and the increase and 
decrease in it. I can find no connexion between 
them. Sometimes when exchange rose exports 
increased; and sometimes they decreased. Some¬ 
times when exchange fell, we had an increase in 
imports; at other times we had a decrease. Some¬ 
times the thing was reversed; with a rise in exchange 
there was an increase in imports, and so on. There 
is really no connection between them. 

1325. How tar, while the mints were open, would 
the value of silver come in there so that it would in 
itself have been a determinant of exchange ?—There 
i_; no silver in that at all; that is merchandise, 
excluding silver. 

1326. But you say you trace no connexion with 
the rate of exchange; the rate of exchange then would 
have had a different cause influencing it, would it 
not?—The rate of exchange before the closure of the 
mints, of course, depended entirely on the value of 
silver. 

1327. So that the relation of it to exports or imports 
would have been less direct?—No, it acted through 
the rupee, of course, wherever it did act. 

1328. In fact, you would say the same principle 
applied then and now, so far as one can trace the 
connexion ?—Yes. 

1329. In regai-ding the relation of Council bills to 
exports and imports, would you regard the Secretary 
of State as practically competing for bills against 
exports ?—Competing with what ? 

1330. That is to say, that he indirectly is bidding 
for export bills ?—Yes, of course, he is bidding for 
export bills. 

1331. And in that way stimulates exports ?—Yes; 
that is to say, he must, necessarily, because bis bills 
are actually an order on India for the export produce 
sold here and the price realised. So that the more 
orders he sends to India, the more goods must be 
shipped from India, 
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1332. And in the reverse way with regard to 
imports ?—Yes. 

1332or. The offering of his bills tends to check 
them ?—Yes. 

1333. And so, taking both imports and exports, 
affects the balar.ce of trade?—Yes ; his bills, of course, 
are imports really into India. 

1334. They have that effect ?—Yes. 

1335. Do you view the effect of his offering more 
or less Council bills as bearing chiefly on prices in 
India or on exchange, or would you view the two 
together?—I think the principal effect would be on 
prices in India. 

1336. It is in effect bidding for exports ?—Yes. 

1337. And if a stable exchange wore attained, 
whatever it might be, the effect would still show itself 
in prices?—According io tho quantity of Council 
bills. 

1338. That is to say, it does not necessarily imply 
an alteration of exchange if prices are capable of 
variation ?—Quite so. 

1339. (Chairman.) Arc not the Secretary of State’s 
bills a mode of remittance ? Does not a Secretary of 
State’s bill mean that he is providing in India the 
rupees for which he receives gold in London ? It is a 
banking operation ?—He receives the gold in London, 
and then he gives an order on India for the equivalent 
in rupees there to the exporter of goods. 

1310. But the preliminary operation is the sale in 
India to London of the goods which have to be paid 
for in rupees in India, and instead of rupees being 
sent out to India and then sent back to London there 
to be turned into gold, the Secretary of State is 
entering upon banking operations?—I do not quite 
follow that. 

1341. It is a transaction for paying in India rupees 
in exchange for gold which is received in London ?— 
Quite so. 

1342. It is a banking facility ?—This 17,000,000/. 
or 18,000,000/. only represents the surplus of exports 
over imports in India. For the rest of it Council bills 
do not conic in at all. There is an equation between 
exports and imports, arid then over and above that 
there i3 what is represented by the Council bills. 

1343. Assuming that there was no Secretary of 
State, and no money to be remitted, India would still 
carry on an export tiade?—Hut the export trade 
would either be reduced to the level of the import 
trade, or the import trade would be raised to the 
level of the export trade, or both things would happen ; 
so that there would be an equation. 

1344. I do not see that there is as between the 
Secretary of State and India a mercantile operation. 
The mercantile operation is between the man who sells 
in India and tho man who buys in London. The 
Secretary of State couics in as a banker merely'. Is 
that so or is it not ?—I am quite prepared to assent 
to that, except that in working the equation as between 
imports and exports in India, assuming, for the 
moment, that you have an import of lix. 100,000,000, 


and that yon have an export of Rx. 130,000,000, 
then, if you want to make the equation, you must get 
Itx. 30,000,000 on the other side of imports, and those 
Rx. 30,000,000 would represent the Secretary of State’s 
Council bills. 

1345. If it happened to be the amount which India 
owed ?—Yes. 

1346. ( Sir D. Harbour.) The Secretary of State 
has to draw, say 17,000,000/. sterling, but the possi¬ 
bility of bis drawing that 17,000,000/. sterling 
depends upon his inducing somebody to export 
17,000,000/. worth of produce from India over and 
above what is sufficient to pay the ordinary mercantile 
charge against India ?—Exactly ; that is the position. 

1347. It is a banking transaction, but, like all such 
banking transactions, it has got to be based upon 
merchandise ?—That is about it. 

1348. ( Mr. Le M archant 1 Does the mercantile 
transaction tend to follow the hanking operation, or 
the banking operation follow the mercantile trans¬ 
action ? I understood a suggestion to be made that 
the necessity for remittances of the Secretary of State 
did tend to increase the amount of exports, or diminish 
the amount of imports ?—If the Secretary of State 
decides not to draw any further bills, say he reduces 
liis bills by 10,000,0007., exports would be reduced 
by 10,000,000/.; therefore, I think it follows that 
the mercantile transaction follows the Secretary of 
State’s bills. 

1349. (Chairman.) Suppose the Secretary of State 
drew nothing, and supposing that India was able to 
meet the payment of her debt, or the interest on her 
debt, say out of gold produced in India, that would 
not limit her other mercantile transactions ?—No. 

1350. Would the people who have got indigo and 
tea and jute to sell, sell as much as they could—as 
much as the world would take of them, totally irre¬ 
spective of whether they owed the Secretary of State 
money or not ?—But in that case the imports would 
be increased proportionately. 

1351. Of course; but my point is this, that the trade 
of India qua the trade of India has nothing to do with 
the Secretary of State at all. He is the banker. 
Supposing the Secretary of State were to transfer the 
whole of his operations to the Bank of England, it 
would not affect the trade of India ?—But the whole 
amount of his Council bills bas to bo met from 
exports. 

(Sir Charles Crosthwaite.) Suppose the debt due 
l>y India to England were wiped out altogether, India 
would go on exporting and importing just in the same 
way as the United States doinj. 

( Witness.) The relative proportions of exports and 
imports would be altered, that is all. 

1352. ( Chairman.) But assuming that India became 
so prosperous a country that she paid off the whole of 
lief debt and that nothing had to be sent to England 
except the expenses of government, wltich, of course, 
are a mere bagatelle, India would go on producing, 
and the world would go on buying ?—Yes. 


(Adjourned.) 
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1353. (Chairman.) Wc will resume your evidence 
on two or three points, as some of the members of the 
Committee want a little further information from you. 
First of all, about the contraction of the currency. 
Do you consider that the contraction of the currency, 
in so far ns the coining of rupees on the demand of 
the public has ceased since 1893, is as largo as would 
seem by reference exclusively to the statistics of 
coinage?—Not nearly so large ; in fact, I may say I 
doubt whether there has been any real contraction 
as yet. 

1354. Arc there any counteracting factors to be 
reckoned with which have had the effect of appreciably 
lessening the apparent extent of the contraction ?— 
Yes. In the first place, the melting of rupees ceased 


with the closure of the mints, and this use of rupees 
for the manufacture of ornaments certainly withdrew 
from circulation a very largo proportion of coined 
rupees. In the next place it seems probable that 
some rupees were drawn out of hoards shortly after 
the closing of the mints, and no doubt a good many 
more have been drawn out of hoards during the course 
of the famine which lasted for over 12 months. So 
far as that went, the operation of contraction was 
counteracted; but it is also to be taken into con- 
sideration that, when the mints were closed, the 
currency was undoubtedly redundant, if we look 
both at the rate of discount which prevailed during 
that time and for some time after, and if we look also 
at the range of prices. It may be also pointed out 
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that the imports of silver and the coinage of rupees 
just before the closure of the mints had been 
extremely large. The figures are these: From 
1875-76 to 1884-85 we received into the mints 
Rx. 66,175,000; from 1885-86 to 1894-95 we 
received into the mints llx. 77,933,000—a very 
large increase—an excess in the last ten years of 
Rx. Ilf millions. That amount seems to prove, 
with the rate of discount and with the circulation 
of notes of very large values, that the currency at 
the time was redundant. As regards the currency 
note circulation, it is certainly not conclusive evidence 
in itself, but still it bears on the point. The notes 
are of various denominations, the largest being 10,000 
rupees. These large notes do not ordinarily go into 
circulation, but they are a rather favourite method in 
which to keep the reserves of the banks when they 
have anything like superfluous reserves. If we look 
at the circulation of these notes, starting from 1887-88, 
we begin with 2\ crores. Then in the next year, 
1888-89, it was under 2 crores. In 1889-90 it was 
If crores. Then the amount rose suddenly in 1890-91 
to 7f crores, falling in the next year to 5 crores 
20 lakhs. Then it went to 5 crores 4 lakhs, and still 
farther to 11 crores 96 lakhs—say 12 crores—in 
1893-94; that is the year in which the mints were 
closed. Then it fell to 6J crores, to 3f crores, and 
to under 3 ; that was in 1896-97. It will thus be 
seen that until the closure of the mints there was an 
enormous increase in these notes, which do not go 
into circulation, but which are known to be notes 
in which banks keep their reserves. The maximum 
rate of discount—the bank rate—in 1890 was 12 per 
cent., in 1890-91 4 per cent., in 1891-92 the 
muximum rate was 5 per cent. In 1893, 7 per cent. 
In 1894 it began to go up again, rising to 10 per 
cent.; in 1895 it was 7 per cent. These rates lasted 
for a short period. In 1896 and 1897 the maximum 
rate was 10 per cent. In 1898 it rose again to 12 per 
cent, in April. I think in Bombay it went up 
afterwards to 13 per cent. 

Then economies in the employment of cuaency have 
been in operation. The very large increase of railways 
has conduced greatly to increase the activity of the 
circulation, and the savings banks deposits have 
increased by about If crores between 1892-93 and 
1896-97, this sum consisting of rupees which, we may 
take it, if they had not been put into the savings banks, 
would have been kept in the waist-cloths of the pt^ple 
or in their houses. Also, there has been a very large 
increase in the use of money orders, cheques, and 
draffs. 

1355. Then upon the whole you regard these various 
matters that you have mentioned as having appreciably 
lessened the apparent extent of the contraction of the 
currency?—On the whole I should think that the 
apparent contraction is not a real contraction—that, 
perhaps, there has been no contraction at all. 

1356. Would a contraction of the currency be fol¬ 
lowed necessarily by a fall in prices ?—Yes, if the 
contraction was not accompanied by a contraction of 
mercantile transactions, it must necessarily be accom¬ 
panied by a fall in prices—not immediately perhaps, 
but certainly after a time. 

1357. Has there been any such fall in the prices 
)f commodities ?—No, there has been no fall in the 
prices of commodities. Prices, on the contrary, have 
during recent years been maintained at an extra¬ 
ordinary high level. I shall show presently that 
there has been no contraction of the volume of trade, 
and if there has been no such contraction, there 
ought to be some tendency towards a fall in prices. 
Now taka the retail prices of food grains in the 
interior anywhere. Let us take rice, for which there 
was in November 1894 a rate of Ilf seers per rupee. 
In November 1895 the rate was 15’5 ; that is to say, 
prices were lower. In November 1896 the rate was 
8 seers; and in November 1897, after the autumn 
harvest was reaped, the price had only fallen to 
■ 12'5 seers per rupee. At the end of March 1898, 


although another very good rice crop had been 
reaped meanwhile, the price was still only 12 seers. 

1358. Would that be affected by the famine?— 
Wo have had good crops of rice and wheat and other 
grain since. The facts are similar with regard to 
wheat, barley, jawar, bajra, gram, and ragi. These are 
the staple food grains of India; and with regard to 
all of them, jve find that while prices were very largely 
affected during the progress of the famine, and that 
they have begun to fall since the famine ceased, still, 
although there have been two good harvests since 
then, prices still range at a higher level than that at 
which they ranged before the famine began. 

1359. Does that apply to any other commodities 
besides food grains ?—It applies to all food com¬ 
modities produced in India, because they all suffered 
more or less from the conditions of the seasone. I do 
not say it applies to imports. 

1360. (Sir A. Dent.) Are these Calcutta prices ?— 
They are the prices all over the country. In the 
different provinces in which these grains are consumed, 
Bengal, the Central Provinces, the Punjab, North- 
Western Provinces, Madras, Bombay, and so on. 

1361. (Chairman.) You say, as 1 understand, as a 
general observation, that of all the commodities pro¬ 
duced in India the prices have not fallen ?—Prices 
have not fallen, at least not fallen in anything like 
the degree which would indicate anything approaching 
a sensible contraction of the currency. 

1362. Now can you give me any information as to 
the nature and extent of the hoards of gold and silver 
in India ?—It is not possible to give any statistical 
information on that point. 

1363. Gold is not legal tender in India, is it ?— 
No. 

1364. I suppose all the metal that is imported into 
India is either absorbed into manufactures or is 
hoarded ?—All the gold always has been so used. 

1365. Since Lord Dalhousie demonetised gold in 
1853 ?—I do not believe ther? is any gold hoarded 
either as bars or as coin, except in those very few 
hoards which are kept by some of the ruling princes. 
Ordinarily all the gold hoarded by the people is con¬ 
verted into ornaments and worn on the person. 

1360. If gold were legal tender, do you think that 
that would tend to increase the absorption of the 
metal either in the arts or in hoards, or in both ?— 
Gold is at the present moment, and always has been, 
the most marketable commodity in the country. If a 
man wanted gold the fact that gold was legal tender 
would make uo difference whatever in that respect, 
and in the facility with which he could obtain it or 
dispose of it. It would also make no difference, as 
regards his desire to hoard, whether the coin was 
lepal tender or not. If it, should be assumed that 
because the gold was legal tender it would therefore 
be a temptation to him to take it for the purpose of 
adding to his hoards, that would imply that either his 
profits had increased suddenly and largely from some 
temporary cause, qr that he was depriving himself of 
something else—cloth, copper pots and pans, or other 
articles of consumption—for the purpose of pro¬ 
curing gold ornaments. There is no reason why he 
should do anything of the kind. 

1367. Bo you know, as a fact, whether there was 
a scarcity of rupees in the markets of the interior 
during the last two years in the commercial centres ? 
— All my information is that there was no scarcity 
at all. There was a scarcity of credit, but not of 
currency. Persons dealing with the exchange banks 
found it difficult to obtain money from the exchange 
banks because the exchange banks bad not money to 
give them ; but all those—and they were the large 
majority—who dealt in their own money, carried on 
their business without difficulty. 

1368. Was the internal trade carried on as actively 
as before ?—Quite as actively. In this connection I 
should like to bring before the Committee a letter 
I received the other day from Calcutta, from a friend 
of mine who is actively engaged in the export trade. 
He wrote to me: “ Following up what*we wrote about 
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“ money being so much cheaper in the bazaar than 
“ with the banks, I hear from Delhi that the same 
“ thing has been in operation there. The milts there 

“ used to go to the-Bank for finance, but that 

“ institution has been charging 8 per cent., so they 
“ went to the bazaar for their advances, and got them 
“ at 6 per cent.” 

1369. When was that?—The date of that letter is 
the 22nd June. All this time, while there; was said 
to be a serious stringency in the money market, 
following a contraction of the currency, the internal 
trade was carried on with great activity and without 
difficulty as I will show presently when I come to the 
figures showing the extent of the internal trade. 

1370. Is it the case that prices in Ceylon have 
remained unchanged during this period ?—I have no 
direct information in regard to Ceylon, but all the 
labour employed in tea-gardens goes from Southern 
India. 

1371. (Sir J. Muir.) All?—Yes. 

1372. Is there no native labour in Ceylon ?—None 
to speak of ; the Cingalese will not work in the tea 
gardens, they prefer to work in their own fields, grow 
spices, coconnuts, and other things, rather than as 
coolies for wages. There is some native labour, of 
course, but it is very small. The number of labourers 
going from Southern India to Ceylou was, in 1893-94, 
32,830 ; in 1894-95, 45,004 ; and in 1895-96, 71,749. 
These people work the tea estates in Ceylon, and all 
the rice and other food that they eat is also im¬ 
ported from Southern India. In Southern India 
the wages of agricultural lalmurers have increased by 
about 20 per cent., a large part of the increase dating 
from about 1884. Between 1884 and 1886, 1 may 
say, is the period when all prices began to rise in 
India. 

1373. (Chairman.) Is that such labour as labour 
upon tea estates and coffee estates ?—Just that labour— 
agricultural labour. As regards the price of rice in 
Southern India, I- may say I have been frequently 
referred to by officials in Southern India as to the 
reason for the great increase in the price of food grains 
there. 

1374. The general effect of all that, and of any 
additional tables which you may put in here, is that 
there has been a rise of prices ?—Yes; what I desire 
to say is, that as there has been a rise of prices of 
food grains and a rise in wages of agricultural labour 
in Southern India, and as both the food grains and 
the agricultural labour are obtained in Ceylon from 
Southern India it seems to me difficult to argue that 
the wages of labour in Ceylon have not riseh. It has 
been suggested, I think, that the construction of the 
railway in Ceylon may have reduced' the cost of 
transport to such a degree as to reduce the cost of 
food grains there, but just the same process has been 
going on in Southern India. During all this period 
we have been covering Southern India with a net¬ 
work of railways, and yet the price of food grains and 
of labour has been increasing. I should say it is 
reasonable to infer that the same process would have 
been going on in Ceylon. 

1375. Can you furnish the Committee with any 
figures showing the agricultural capacity of India. 
Is there much land still available for the increased 
cultivation of exportable products ?—Under the head 
of “ culturable waste ” the figures show that there 
are about 100,000,000 acres of culturable waste still 
left in India. 

1376. That is over the whole of India?—Over the 
whole of India; it is land which has never been put 
under cultivation. 

1377. But it could be put under cultivation ?—Yes, 
and produce crops. 

1378. What crops ?—Any crops. 

1379. Tea ?—Not all or much of it would produce 
tea; .The area from which crops are taken amounts 
to, say, 190,000,000 acres. 

1380. The area which is already cultivated is 
190,000,000 teres, and you consider that that cottld 


be increased by another 100,000,000 ?—Yes, but there 
is also fallow land, say 40,000,000 acres which may 
be included in the figures. The cultivated area may, 
therefore, be taken at 230,000,000 acres, and you may 
add to that another 100,000,000 as land from which 
crops can be taken. Moreover, the area from which 
crops are now taken might be made milch more 
productive by the increase of irrigation and better 
cultivation. 

1381. Have you any figures to show what is the 
extent of the internal trade of India at present, and 
whether there is any likelihood of its expanding much 
beyond its present dimensions ?—The question is, 
what is the internal trade ? Internal trade, I take 
it, includes the quantity and value of every article 
that a man produces and passes on to another. That 
cannot be obtained either in India or any other 
country. In India we can record only that portion of 
the internal trade or exchanges which passes over 
certain routes. We have got the railway trade and 
the river trade—part of the latter at all'events. 
Taking the trade carried by railway and river, or 
rather that part of it which is carried by railway and 
river from one province to another, and excluding 
that part of it which is carried to the sea-ports (which 
is mainly dependent on the extent of the foreign trade) 
the following figures show the extent of the trade 

Quantity of goods carried by rail and river from one 
province to another, excluding goods carried to the 
ports:— 

1891- 92 

1892- 93 

1893- 94 

1894- 95 

1895- 96 

1896- 97 

The weight of merchandise carried to the ports in 
the same period was;— 

1891- 92 - . - 184,405,000 maunds. 

1892- 93 - - 165,781,000 „ 

1893- 94 - - 174,672,000 „ 

1894- 95 - - 173,961,000 ,, 

1895- 96 - . . 185,199,700 „ 

1896- 97 - - 168,105,466 „ 

The figures for the first nine months of the year 

1897-98 ending 31st December 1897 (the latest yet 
received) also show increased activity. Between 
provinces, excluding goods carried to the ports, the 
figures are for the first nine mouths: 1895,115,701,738 
maunds ; 1896, 120,837,785 maunds ; 1897,129,556,095 
maunds. The weight of goods carried to the ports also 
for the same periods was as follows : 1895,138,788,881 
maunds; 1896, 129,314,471 maunds ; 1897,139,318,764 
maunds. The total weight carried by rail and river I 
take to be about 9,000,000 tons. Then the coasting 
trade, which has also, proceeded actively, amounts 
to about 12$ million tons. There isT also the tratis- 
frontier trade, which, however, is small. We may 
take 22,000,000 tons to represent the dimensions ..of 
the internal trade, and that is susceptible of indefim* 
development. 

1382. In fact as railways increase trade expands? 
—Yes. It has, in fact, become proverbial now in 
India that “ railways make trade.” 

1383. And anyone who maintains that the construc¬ 
tion of railways is antagonistic to the trade of India, 
would maintain a proposition from which you would 
dissent ?—Absolutely and entirely, but I venture to 
think that we should construct them only in accordance 
with our means. 

1384. That is another question. You mean that 
railways are very good and excellent things, but that 
we must not go too fast even with them ?*—Just sot 

1385. Now have you anything 1 to say about wages 
in the large commercial ports of India ?—The wages 
in the commercial ports of ; India have risen very 
largely. The point I wanted to bring before the 
Committee in this connection was this. The statement 
has been made that though wages have rieeti icftftto 


- 131,911,000 maunds. 

- 130,451,000 „ 

- 136,493,000 „ 

- ' - 159,781,000 „ 

- 157,559,700 „ 

- 167,065,640 „ 
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commercial porta they have not risen in the interior 
of the country. My information is not to that effect. 
Wages have risen ih the interior of the country. 
Wherever there has been any industrial operation 
brought into existence, whether in Cawnpore or Delhi 
or anywhere, there wages have risen at once. 

1386. To what extent?-—Wages altogether, I make 
out, have risen to the extent of about 20 per cent, 

1387. Do you mean wages of unskilled labour, or 
of skilled labour ?—Skilled labour has risen 25 to 30 
per cent, unskilled labour has also risen, but hot so 
largely, and there are parts of the country where 
unskilled labour has hardly risen at all. One of these 
places was mentioned the other day, a place called 
Miniapore. It was stated on the authority of Sir 
Alexander Wilson, that the wages in the lac factories 
at Mirzapore had not risen at all. Well, it is a very 
exceptional case. Mirzapore was at one time an im¬ 
portant commercial centre and a highway of traffic 
for all sorts of goods, but there is now nothing left 
there in the way of commerce except some small lac 
factories—which are not factories as generally under¬ 
stood. In such a place wages may have remained on 
the old level, and not improved in the last 20 years, 
but that is quite an exceptional place, and against it 
you could put 50 or 100 places which are not 
exceptional, where wages have increased. In fact, it 
may be said that there has been a general increase 
practically everywhere. 

1388. Where do you consider that the advantage 
of a fall of exchange goes?—It seems to mo that the 
greater part of it must go to the middleman. 

1389. Do you mean by that the merchants ?—I 
mean the merchants mostly. 

1390. You mean it does not go to the cultivator ? 
—The advantage of a fall in exchange, so far as that 
is an advantage, is a merely temporary advantage 
which occurs during the course of a transaction 
between two countries. Doling the course of that 
transaction the cultivator has nothing to do with the 
goods; they are in the hands of the merchant. It is 
either the merchant in England or the merchant in 
India who gets the benefit from the fall of exchange 
occurring during the time the transaction is in progress. 

1391. Is there any adjustment of prices following a 
fall of exchange ?—The advantage of a fall of exchange 
is entirely temporary, because directly there is a fall of 
exchange prices are adjusted, and when these prices 
are adjusted the cultivator receives a smaller price ; so 
that he has no advantage—at least nothing to speak 
of. He would get an advantage if there was a 
permanent stimulus, and a permanent increased 
demand for his goods; but as the advantage, what¬ 
ever it is, is entirely temporary and merely lasts only 
through the course of the transaction it seems to me 
that the cultivator gets very little, if anything, out 
of it. 

1392. Let us take a concrete case. Take tea, say, 
that a pound’s worth of tea is sold in London at a 
gold price which in one case would produce 15 rupees 
and in another case would produce 18 rupees; there 
is a margin of 3 rupees in the £ who would that go to ? 
—-In that case the tea-planter is also the exporter. 
There is no middleman to deal with. At least I take 


it generally that there is no middleman, and therefore 
the tea-planter and exporter would get the advantage 
if he had not sold hiB tea, if he were shipping his tea 
home, and exchange fell and prices did not fall at 
once before he had sold his tea. 

1393. (Sir F. Mowatt.) You mean if prices fell 
between the time when he shipped his tea and the 
time he sold it ?—Exactly. 

1394. (Chairman.) I am n&t talking of exchange 
falling?—If exchange falls he gets the benefit. 

1395. But suppose exchange is low when he makes 
his contract in London ?—If he has made his contract 
and has sold his tea he gets nothing out of the fall of 
exchange. He cannot get anything; he has done 
with the business, he has sold his tea at a certain price. 
One of the factors in the result of a particular opera¬ 
tion is the rate of exchange; if the tea had not been 
sold and exchange fell \d. he would get the full benefit 
of the provided the price did not fall before ho 
was able to sell. 

1396. With regard to the export of wheat depending 
on the gold price, will you tell us has there been an 
increase in the price of wheut?—Taking the price of 
wheat in March 1873 to be represented by 100, the 
price has varied since as follows :— 
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These figures seem to show that, except in seasons of 
deficient harvest., there has been-no large increase in 
the wholesale price of wheat at the place of export. 

1397. We have had it before us in evidence that 
the closing of the mints has caused great dissatisfaction 
among the people of„ India. Have you anything to 
say about that?—The Government of India receive 
translations of all the important articles published in 
the native papers from week to week, and these are 
always closely examined, but we have never found any 
reference to anything like dissatisfaction as arising out 
of the closure of the mints. We have found that 
repeated efforts have been made from England to 
arouse such dissatisfaction and to generate some 
expression of discontent; but ever since 1893 there is 
really no reference to anything of the kind, except 
now and then, perhaps, in one or two Bengali papers, 
which wrote about the matter in a very ignorant 
manner. Speaking generally, there is absolutely no 
response to all the incitement to express discontent 
with the action of the Government of India in 1893. 
In fact, I may go so far as to say that it would be 
just as reasonable to assert that the present rebellion 
in China arises out of the depreciated currency there 
as to assert that there is any dissatisfaction in India 
arising out of the closure of the mints. 


Mr. J. M. 
O’Conor, 
C-I.E. 

IS July 1891. 


Adjourned. 


M«. J. E. O’Conok, C.I.E., re-called and further examined (19 July 1898). 


19 July 1898. 


1398. (Chairman?) I now come to the question of it was clear that there was no increase in the average 
illicit coinage. Since you were here with us before number of such cases. Close attention has been given 
it has been stated that there is a large illicit coinage of by the Government of India since the closure of the 
rupees, amounting to a half per cent, of the circulation mints to the apprehepsion of a large increase of illicit 
according to statements that have been made here, coinage, but no evidence whatever has been adduced 
Then it is also stated that even in the Calcutta mint it that anything of the kind has been happening. All 
is found impossible to detect these illicit rupees without the facts point to great difficulty in the conduct of , 
the aid of (he magnifying glass and assaying. Beference large illicit operations in India. To begin with there 
has also been made to the recent discovery of a large is in France, in England, in Germany, and in the 
coinage of Furruckabad rupees at Bombay ?—In my United States, an enormous silver currency which is 
first examination, I put in a statement of the cases of much more overrated than the rupee currency in India* 
illicit coinage that have been discovered, from which but there seems to be no illicit coinage in those coun- 
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Mr. J. E. tries. It is much more easy, however, in those countries the exception of the Hyderabad Railway, ail the 

O’Conor, to carry on illicit coinage without detection for a long railways that run through native States require all 

C-LE. period than it is in India. Consider the machinery payments for passenger and goods to be made in British 

19 Jui7lS98 Tec l uired for . the co i n ag e of silver rupees on any large rupees. It would seem therefore that there need be 

7 ' scale in India.. The machinery cannot be made there, no fear of a displacement of British rupees. 

It must be imported, and is therefore subject to the 1404. (Sir F. Mowatt.) May I ask whether the 
risk of detection by the Custom House and confiscation, railway companies you mention find any difficulty in 
Assuming that it is successfully imported, its purchase getting British rupees ?—Never at any time, 
at considerable cost must be followed by the further 1405. (Chairman.) Does India compete with the 

purchase of silver at more heavy cost. Then to carry United States in cotton and wheat?_No. I have 

on illicit coinage to any large extent there must be con- repeatedly had to explain in writing about the trade 

federates, and at any moment the coiners are subject of India, that, both in cotton and wheat, what we do is 

to the risk of detection. I do not know where are the chiefly to supplement the supply from the United 

capitalists in India who would thus risk their money States and other countries, not to compete with it. 

with the additional risk of transportation to the Anda- Let me take, first, the case of cotton. American cotton 

mans for life. Capital is timid everywhere, but the is a long stapled cotton adapted for the weaving of 

native capitalist is particularly timid. As regards the fine goods. Otirs is coarser, suitable for stout yarn 
case of the Furruckabad rupees in Bombay, I may say and coarse goods. A large quantity of Indian cotton 
that this coinage has been going on at Bombay for a was used in the Lancashire mills at one time, mainly 
great many years. Ever since those rupees were for the purpose of manufacturing goods to be sent 
removed from the currency silversmiths have been to us in India, because we were the largest consumers 
making them, as well as all sorts of uncurrent and of that class of gpods. Now the manufacture of such 
foreign coins—Turkish coins, for instance. They are goods has been transferred to India, and the conse- 
used for ornaments. In this particular case that has quence is that practically none of our cotton is used 
just occurred, the defence of the people who were in Lancashire. Some of our cotton comes to England, 
charged with the offence was that they really did not but it is mostly re-exported to be manufactured on the 
know that the coinage was an offence; they said that Continent. What they use in this country is the long 
these rupees are not money and they thought they stapled American cotton. ° 

had a right to coin them. 1406. You mean it would not be worth their while 

1399. They were coining them as ornaments ?— to alter their machinery to use with your short stapled 

They were coining them as ornaments. cotton ?—That is so. Our cotton, so far as it is sent 

1400. To what extent had it gone?—The news- lo Europe, is destined for the the Continent where it 
papers sayltbat there were about 60,000 rupees coined, is used for the-weaving of the coarse blouses and 

1401. Hove the Government seized them ?—Yes, pantaloons of the working classes, for which goods 

I gather that they have been seized, together with the the American cotton is not so economical or so well ' 
implements. As a matter of fact, I understand that suited. The greater part of our cotton now goes to 
these coins were cast, and that leads me to say that it Asiatic countries, Japan being a very large consumer, 
is a simple matter to differentiate coin that has been that country making the same class of goods that 
coined in a machine where the milling is done by a we are making in India—coarse goods, for which 
collar, from coin which is cast, because in the latter American cotton would not be suitable. I do not say 
there is the mark of the opening in the casting mould, that no American cotton goes to Japan—a certain 

1402. Then, practically, on that point, you are not proportion does go, and if American 091 ton should be 
prepared to modify your opinion that there is no large heavily reduced in price, it would probably come into 
illicit coining ?—There is less danger of it in India effective competition with Indian cotton, but this is 
than in any other country, and in other countries the not yet the case. 

danger is not considered serious. An alarm was 1407. At all events you have another competitor 
raised, for instance, as to the coinage of Java guilders, now with reference to better class cotton, in Egypt ? 

As far as I have been able to learn, however, there —Yes, and Brazilian cotton is rather good, too. 
was very slight foundation for the alarm, yet those 1408. Would you be prepared to maintain that a 
coins are rated at the equivalent of Is. 8 <f. as against bounty on the export of articles like cotton from 
our equivalent of Is. Ad. India would be desirable ?—Not in the least. 

_ 1403. Do you think that there is any danger of the 1409. Now about wheat ?—The case is much the 
displacement of British rupees by coins of the native same with regard to wheat as with regard to cotton. 
States ?—No, the idea underlying that impression is Our wheat is supplemental to and not competitive 
that bad coin drives out good coin, but the assumption with United States or Russian wheat. When the 
is correct only if both coins serve the same purpose. United States or Russian crops are small and there 
Now, the native coin does not serve the same pur- is a scarcity in the European market, our wheat 
pose as the British coin. The British coin in a native comes in, but, generally, our wheat is not much 
State is taken freely because it is good for all purposes wanted. Although with a declining exchange we 
inside the State and outside the State. The native ought to find that the export has increased, according 
coin outside native territory, when it comes into to the theories of some people, you will find that it 
British territory, is no good for any purposes connected has not increased, on the contrary, it has fallen off. 

with the payment of revenue or payments into the 1410. That is not owing to the famine ?_The 

post offices or telegraph offices, or to railways, munici- famine only applies to last year, but I refer to the 
palities, or district boards. It js a very restricted conditions of the wheat trade generally in past years, 
sphere indeed that the native coin fills outside native I have here a table of the exports of wheat from 1881 
territory. I believe that instead of any displacement down to 1895-96, the year before the famine. Before 
of our coin having taken place, our coin has largely the Suez Canal was opened in 1870 it was iropos- 
displaced native coin in the native States. Two States, sible for us to export wheat at all. After the Canal 
Bhopal and Kashmir, have abandoned their own coinage was opened and the export duty removed hecause it 
and substituted ours, and a third large State is on the prevented trade, shipments were made on an increasing 
point of doing the same. Moreover, the native States scale, but there was no really large trade until 1881 
have been coining on but a small scale during the in which year indeed it may be said that the trade 
last three years. During the year that preceded the really began. 

cloaing of the mints and the year of the closure, in Since then the progress of the trade has been as 
1892 and 1893, there was an excessive coinage in follows:— 

the native States. Since then the coinage has been Three years ending 1883-84 - 18 321474 

comparatively small, and it appears from the statistics „ 1886-87 - 19,*718*197 

that a large proportion of that coinage, small as it is, „ 1889-90 - 14,982*491 

is the ra-coiaage of old rupees of the native States. „ 1892-93 - 19,865,791 

There is another point I should mention. With „ 1895-96 - 9,682*418 
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It is clear, therefore, that there has been no increase 
in the volume of the trade. The period ending in 
1892-93 was one of considerable trade because it 
includes 1891-92, in which year there was a great 
deficiency in the European wheat harvest especially 
in Southern Russia, and the demand for Indian wheat 
was so exceptional that the exports in that year 
were the largest on record. Apart from an excep¬ 
tional incident of that sort the trade keeps within 
small limits. In 1896-97 and 1897-98 the trade 
collapsed, as a result of a failure of crops and high 
range of prices in India. Since April the trade has 
revived with an abundant Indian harvest and a high 
range of rices in Europe and the United States. 

1411. I suppose there is a very considerable 
increase of consumption of wheat in India ?—I hope 
so. There is a large increase in population, and with 
increasesd prosperity a man prefers wheat to jawar 
and other inferior grain. I think that India has 
increased in prosperity, and, therefore, I hope there 
has been an increased consumption of wheat in India. 

1412. Do you consider that a bounty on the export 
of wheat is desirable ?—I do not. 

1413. Is it the fact that the imports of Manchester 
goods into India increased as exchange fell in greater 
or less proportion than other imports ?—I was sur¬ 
prised to hear the statement made before this 
Committee that the import of Manchester goods had 
largely increased as exchange fell. As a matter of 
fact, I have had to bring to notice very frequently in 
my annual review of the trade of India the fact that 
the import trade in Manchester goods has been prac¬ 
tically stationary for a number of years. The principal 

; imports of Manchester goods are what are called grey 
goods, that is, unbleached coarse goods. The figures, 
in millions of yards, starting with 1886-87, are as 
follows: 1,356; 1,180; 1,347; 1,257; 1,280; 1,173; 
1,092; 1,314; 1,352; 1,0 66; 1,223. That is down 
to 1896-97. 

1414. You think they have been practically 
stationary ?—Considering that the population of India 
during these years increased by certainly 30,000,000, 
and that those additional 30,000,000 would require, 
on a most moderate estimate, 30,000,000 yards at least 
in a year, it may be said that the importation has 
fallen off. 

1415. Of course, there has been a very large 
increase of production in India ?—That is what has 
happened. 

1416. Therefore, you do not admit that the import 
of Manchester goods into India has increased as 
exchange fell ?—No, the statement is the direct 
opposite of the truth. Another way of looking at 
the facts is to take the figures of the last ten years in 
two periods of five years each. These stand thus: 
in the period ending in 1891-92 the imports were 
1,274 million yards, and in the period ending with 
1896-97, 1,271 million yards. 

1417. That is, practically, very little difference ?— 
Very little difference. 

1418. It has been suggested to us that if the 
mints were re-opened the increased cost to the State 
of fulfilling its sterling obligations could be met from 
increased taxation. Will you give us your views as 
to this suggestion, and tell us what are the present 
sources of revenue derived from taxation; what is the 
yield from each; is the revenue elastic; could the 
rates be increased; to what extent; and with what 
result?—There is a preliminary remark to make 
on that proposition. In the first place, the Govern¬ 
ment of India has ever since 1882, when the last 
remissions of taxation were made, that is, for the last 
sixteen years, been busily engaged in imposing addi¬ 
tional taxation. In a well-ordered administration, the 
public would call for some revision of taxation where 
the incidence did not fall fairly, or was made to fall 
too heavily, or where the taxation seemed unneces¬ 
sary. The Government of India has not, however, 
been able to do that, its financial condition having 
been seriously affected by the constant decline in 
exchange. The next general observation that I would 


make with regard to the proposal for the imposition Mr. J 

of additional taxation is, that it is a singular thing O’Coi 

to argue that trade is, or rather may perhaps in 
the future be, hampered in certain directions by -ST"- 

the condition of the currency, and that it should _ \ 

be relieved, and then to propose, at the same time, 
that the restrictions should be re-imposed in the 
form of taxation all round, on the producer, on 
the consumer, on the importer, and on the ex¬ 
porter. As regards the elasticity of the revenue, I 
prepared, three or four years ago, for the Statistical 
A tlas of India, a diagram showing the way in which 
the proceeds of taxation have increased under the 
main heads: land revenuej salt, opium, excise, stamps, 
provincial rates, customs, assessed taxes (that is 
practically the income tax), and registration. If you 
look at that diagram you will see the lines run almost 
level; there has been little increase. There has been 
a certain amount of elasticity, as Sir David Barbour 
has had occasion to remark once or twice when he was 
in charge of the finances, but it is nothing as com¬ 
pared with what it is in England. {For this diagram, 
see Appendix). Now, to come to the particulars, the 
land revenue, as has been pointed out here before, can 
only be increased at distant periods. The returns from 
the land revenue have risen in lOyears, from 1888-89 
to 1897-98, from Rx. 23,016,404 to Rx. 25,932,300; 
the rate of increase being 12-66 per cent., or an 
annual increase of 1-26 per cent. Assuming for a 
moment that it was possible to break through the 
settlements, and to largely increase the land revenue, 
it would mean the imposition of a tax on ail production 
in India, for the purpose of relieving from a tax, 
whether real or imaginary, that small fraction of the 
production which is exported from India. 

1419. Taking the revenue now at 26 crores, I 
suppose you think it is hardly possible that that 26 
crores could be turned into 38 crores ?—No. How 
would it be possible for anyone responsible for the 
administration of India to propose such an addition os 
that to the land revenue. To obtain even such a small 
sum as 2| crores would mean an immediate addition 
of 10 per cent, to the whole present taxation of the 
land. 

1420. Then, with regard to the opium duty ?—The 
opium revenue comes along way after the land revenue. 

The revenue has been declining for a great many 
years. 

1421. In 1886 it was six crores and it is now four 
crores?—Yes. To impose an additional tax on an 
already declining revenue is, I think, a proposition 
that does not require much argument to condemn it. 

There is nothing to expect from the opium revenue. 

1422. You give us no hope, then?—No ; the 
imposition of heavier taxation upon opium would 
inevitably result in the more speedy extinction of a 
source of revenue which is doomed to eventual ex¬ 
tinction already. 

1423. Would a high rate of exchange affect the 
opium export ?—I have little doubt that a high rate 
of exchange must have some effect in accelerating the 
inevitable doom of the opium revenue. The Chinese 
have been for many years cultivating opium for the 
purpose of replacing our opium. They have not yet 
made the quality that we give them, but- they will 
probably produce it in course of time. When they do 
they will reject our opium. 

1424. The first two items, land revenue and opiftm, 
are really not taxation in the ordinary sense. Now, 
we come to what is really taxation, namely, salt, 
stamps, excise, customs, and so on ?—The salt revenue 
has increased from Rx. 7,675,634 (taking the same 
period that I took forthe land revenue) to Rx. 8,625,000. 

That is an increase of 12-4 per cent., or an annual 
increase of 1-24 per cent., just about the same as the 
land revenue, The rate of duty was increased from 
two rupees to two rupees eight annas in 1888. The 
point I would like to bring before the Committee in 
regard to the salt revenue is that it has the dis¬ 
advantage which attends all indirect taxation that 
what the Government receives from fhe man who 
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consumes the salt is not the whole amount of what is 
charged to him, for the dealer who first pays the duty 
recovers his money and an addition to it from the 
consumer. The Government has the power of raising 
the tax by notification to any sum up to three rupees. 
It is now two rupees eight annas. If this were raised 
by eight annas, the Government would be deprived of 
a useful financial reserve which ought to be main- 
joined against an emergency. Further, although it 
haft been argued that the incidence of the tax on the 
individual consumer is small, it should be considered 
that, independent of the individual consumer for 
edible purposes, salt is a useful article in India for 
cattle, for manurial purposes, and for industrial pur¬ 
poses. Ho that although we could get a larger revenue, 
no doubt, by an increase in the salt tax to, say, three 
rupees, I think the increase would be unwise and 
injudicious, whether from the point of view of the 
people or from the point of view of the Government. 

1425. If you increase the tux up to three rupees, 
what addition would that make ?—An addition of 
8 annas would bring in about 1^ crores. 

1426. Then you would not get 12 crores out of 
that ?—Nothing like it;• and the first effect would he a 
restriction of consumption ; the dealers would with¬ 
hold purchases until they could work off nil their 
stocks. 

1427. In fact, if any Indian Finance Minister or 
any Secretary of State for India at home could see 
his way to a very large reduction of the salt tax, do 
not you think it would be a very great boon to the 
people of India ?—It would be a very great boon if it 
could be reduced to a rate of one rupee. 

1428. What have you te say with regard to 
stamps ?—The revenue from stamps has increased from 
Rx. 3,922,088 to Rx. 4,806,200, an increase of about 
22‘4 per cent, or, say, 2’24 per cent, annually. The 
great bulk of this revenue comes from fees taken from 
litigants—from court fees as we call them. It is a 
tax upon litigation. Many complaints have been 
made of the heavy incidence of the tax. Some people 
say that a heavy tax prevents unnecessary litigation; 
but there are many poor people to whom the tax 
practically amounts to a denial of justice. 

1429. ( Sir D. Barbour.) Do the court fee9 about 
meet the total cost of the civil judicial establishments ? 
—No, they do not. 

1430. Pretty nearly ?—They vary in the different 
Provinces. In Bengal they more than meet the cost; 
in other Provinces they do not. 

1431. But there is not a great difference ?—I do 
not think the difference is large. Then, besides the 
judicial stamps, there are non-judicial stamps—revenue 
stamps. Everyone is agreed, I think, that this form 
of stamp duty is perhaps too high already, and that 
there is really no opening for charging higher rates. 

1432. ( Chairman .) Then the excise ? — The 
revenue from excise has increased from Rx. 4,652,616 
to Rx. 5,507,300; that is an increase of 18'3 per cent, 
or, say, l - 83 per cent, annually. This excise revenue 
has been the subject of great controversy, both on 
thin side and in India. The increase is not due, as 
many of the agitators have put it, to an increase of 
drunkenness in India. All that has been in their 
power has been done by the local governments and 
the Imperial Government to raise the rate of duty, 
from time to time, as high as it could be raised without 
stimulating the increase of the consumption of illicit 
liquor, which can be made very easily in many parts 
of India. 

1433. Practically, the Government has always 
exercised control over the excise just as it does 
here?—Yes; the increase is mainly due to improved 
administration and the endeavour to raise the rates 
as high es they can be raised without encouraging 
illicit distillation. 

1434. I believe it is the case, as regards excise 
revenue, that the Government has the power of 
raising the tax, and, in many instances, they do raise 
it?—Yes, asiu the case of salt. 


1435. But much more largely in the case of expise ? 
—Much more largely. 

1436. Then with regard to provincial rates?— 
Provincial rates are mainly, if not exclusively,', levied 
on the land. They are at present appropriated for 
provincial and local purposes, for roads, light, police, 
und so on. If we were to increase them, we could 
not do so without assigning them to those purposes. 
They could not be appropriated to general purposes, 
as for instance, to paying the cost of currency arrange¬ 
ments. 

1437. They are practically not a source of Imperial 
revenue ? — No, they may be left out of account 
altogether.' 

1438. Now, with regard to customs?—There is 
now a general rate of duty of 5 per cent.; it used to 
be 10 per cent, until 1863, when, as it was found 
to prohibit trade, it was reduced to 7^ per cent. It 
was found that that rate also restricted trade, and it 
was reduced to 5 per cent. The duties were abolished 
entirely in 1882, only a few special articles remaining 
in the tariff. In 1894 they were re-imposed, but it 
was necessary to exempt cotton goods, because Man¬ 
chester objected to a tax on those goods. After much 
controversy a lower rate (3$ per cent.) was imposed 
on cotton goods than the 6 per cent, which was the 
general rate. 

1439. I suppose, in case of necessity, the import 
duties could be increased, and would bring in a 
considerable amount of revenue ?—In 1895-96 the 
import duties amounted to 3*79 millions Rx.; in 
1896-97 they were 3-5 millions Rx. There was a 
decline in 1896-97, because of the exemption of yarns, 
and the reduction of the rate on cotton goods, of which 
I spoke. Assuming that we could not increase the 
duty on cotton goods, and could not tax cotton yarn, 
we have an import duty of 3$ crores at 5 per cent, 
for most articles, at 1 per cent, for iron and steel, 
which latter rate, I suppose, could not be increased. 
Suppose you doubled the rate of duty, and put on a 
tax of 10 per cent., it worfld not follow that tho 
revenue would be doubled. The increased duty 
would operate as an effective protective duty, for in a 
great many cases the articles imported are articles 
which can bo made and would, with protection, be 
made in India. 

1440. (Sir J. Muir.) Cannot iron and steel be 
made in India ?—Steel has not been tried yet; iron 
is made. There are people who say that the climate 
is against the operations connected with the making 
of steel, such as puddling, and so on. However that 
may be, it is certain that no attempt has been made 
as yet to make wrought iron ; the owners of the iron¬ 
works confine themselves to cast iron. 

1441. (Chairman.) Do you think the additional 
revenue would come to three crores, if the rate were 
doubled ?—No. Yon would have to leave out of 
consideration the specific liquor duties, that is about 
half a crore to be taken off; you cannot increase 
those without raising the excise duties; otherwise 
it would be a case of protection, and you Would 
lose revenue instead of gaining it. Then there are 
also the duties on arms to be excluded. I do not 
think you would get more than two crores as the 
result of doubling the duty, if you would get so 
much, for I think in a short time the imposition of a 
10 per cent, duty would he sufficient to encourage 
the manufacture iu India of the articles so taxed. 

1442. (Sir J. Muir.) Which is most desirable?— 
It is most desirable, if it caD be done without the 
community generally paying a bonus to those who 
produce the articles. 

1443. (Sir D. Barbour.) If, simultaneously with 
the increased taxation the mints were opened to silver, 
and the exchange went to J t., there would be a rise 
in the rupee value of the imports which would give 
you some additional revenue ?—Yes, possibly, though 
imports have not hitherto risen in price with a 
declining exchange. 

1444. (Sir A. Dent.) Would there be any difficulty 

in collecting a great part of these customs in gold ?_ 
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There would not be a difficulty, I think, if the pay¬ 
ment of gold wore limited to sums above a certain 
limit, say, to sums of 50 rupees and upwards; but if 
it were attempted to levy the duties in gold on sums 
paid in small amounts—and there is an enormous 
number of customs entries in which the duty varies 
from 8 annas to 10 rupees—that would be very, Hiffi - 
cult and very oppressive in operation. Further, there 
is also a considerable sum paid upon parcels imported 
by post whioh are delivered throughout the country 
in places where gold could not be obtained, and the 
addressees in such cases could not be asked to pay in 
gold or in anythiug but the coin current in the place. 

1445. They might be asked to pay it in the coin 
current at the place, but at a rate which would enable 
you to buy the gold ?—That would be an augmenta¬ 
tion of the duty. 

1446. But if exchange is 1 j. 3d., and you say duties 
must be paid at the rate of 1#. 4 d*, there would be no 
very excessive augmentation of the dhty ?—It would 
be between 6 and 7 per cent. 

1447. (Sir j 0. Barbour.) What do you wish to 
state regarding the income tax ?—The income tax 
has increased from Rx. 1,493,350 to Rx. 1,889,000; 
that is an increase of about 26*5 per cent., or, say, 
2*65 per cent, annually. The income tax was begun 
in 1886, and was at first assessed in a rough and 
ready way. With a gradual improvement in the 
administration of the tax we have been able to bring 
more people into the meshes of the net. But J there 
is a preliminary objection to the increase of the 
income tax. The minimum limit now is an income 
of 500 rupees a year, which is equivalent to about 
32Z. a year. Even in India, a country of small incomes, 
that income is an extremely low one for taxation under 
the income tax, and there have been frequent com¬ 
plaints about it. If ever we could raise the rate, we 
ought first to raise the limit of exemption. If we 
raise the limit of exemption, say, to 1,000 rupees a 
year, we should have to dispense with something like 
35 lakhs out of the presnt total, that is to say, we 
should have to dispense with something like one-fifth. 

1448. (Sir J. Muir) Why not continue the tax 
at that minimum, and make the advanced rate begin 
upon higher incomes ?--—You could do that. 

1449. ( Sir D. Barbour.) What is the present rate ? 
—Three pie and four pie in the rupee. It comes to 
about 2 per cent, and 2| per cent.; equal to ubout 6d. 
in the £. 

1450. The income tax does not fall on incomes 
derived from the land ?—It does not apply to agri¬ 
cultural incomes, because we take it that agricultural 
incomes are already taxed. 

1451. An income tax of roughly Gd. in the £, taking 
the minimum income at about 32/., produces, about 
1,200,000/. from the large population of India?—Yes. 
The number of assessees, as compared with the popula¬ 
tion, is very small. 

1452. If it were applied to the land, would it bring 

in very much more ?—It would be largely increased 
then. . „ ' 

1453. Have you, looked at all into the figures of the 
former income tax to see how much came from the 
laud ?—No, I have not. 

1454. Do you bear in mind that most of the people 
who cultivate land have got incomes that would bring 
them below the minimum ?—That is perfectly true; 
it is a point I had not considered. No doubt the 
aggregate of the land revenue is built up of very small 
items, and in assessing for income tax you would have 
to omit a great deal; 

1455. My recollection is that an income tax on 
incomes from land would bring in much less than 
yon think. Then what do you say as to registration ? 
—Registration may properly be considered more as in 
the nature of a fee for services rendered thau in the 
nature of a tax; pretty nearly every instrument that 
is registered, whether compulsorily or voluntarily, 


has to pay the stamp duty, and if you wanted to 
increase this particular tax, it would praotically mean 
taxing each instrument twioe over. The registration 
fees now amount to only Rx. 250,000., and I doubt 
whether you could get any material ftcrease. 

1456. Does that exhaust what you have to say 
about the existing sources of taxation Yes. 

1457. It has been suggested that there should be an 
export duty levied on jute, accompanied an excise 
duty on manufactured jute. What do you think of 
that proposal ?—The value of exported jute comes to 
about Rx. 10,000,000, and if we wanted to get a 
revenue, of Rx. 1,000,000, we should have to impose 
an export duty of 10 per cent. Of course, that must 
be accompanied by an excise duty on manufactured 
goods, otherwise the tax would operate simply and 
entirely as a protective duty in favour of ttie jute 
mills of ,Calcutta against, the jute mills of Dundee, 
and, I take it, it would be impossible to levy such a 
duty, even if it were otherwise unobjectionable. 

1458. ( Sir J. Muir.) Why?—Well, I object to 
excise duties generally; economically, they are in¬ 
defensible, and although in the case of jute it may 
be said that it is less indefensible than in the 
case of other articles, because jute may be regarded 
as a monopoly, I confess I have little faith in 
the existence of monopolies if you weight them 
with taxation which brings the cost of the article 
up to such a point that it would stimulate the 
substitution of another article. I should be sorry to 
see the place of jute taken by other fibres or by hemp, 
or anything else from other countries. That is 
a danger which, I think, nobody in India would be 
inclined to face. 

1459. Our firm happen to be very much interested 
in jute, we have two mills in Calcutta. I must say I 
see no objection whatever to an excise duty on our 
mills in Calcutta and an export on the jute sent out to 
India. We all know that jute is practically only 
grown in India, and I think it can stand a 10 per 
cent, duty ensily ?—We have been told that it is 
capable of being produced in Siam to any extent, and 
that they are about to try it. However, let us assume 
that an excise duty is levied on the manufactured 
article. I suppose that when the manufactured article 
is exported a drawback would be given on that excise 
duty. I think that very nearly, if not practically 
the whole, of the gunny bags and gunny cloths that 
we make iu India are sent out of the country, either 
as packing for exported grain, seeds, cotton, or other 
goods, or empty to be used for packing in other 
countries. Would there not have to be a drawback 
on these ? If so, then the excise duty is only illusory, 
and the export duty on raw jute is an effective pro¬ 
tection of the Calcutta jute mills as against Dundee. 
I have no doubt the Dundee gentlemen will appreciate 
the position, and tell us that the thing is inadmissible. 

1460. (Sir D. Barbour.) What do you say about 
the levy of an export duty on shellac ?—Shellac is a 
quite unimportant article. The value of the exports 
recently amounts to ubout one crore of rupees ; but it 
is a very speculative article, the price of which varies 
greatly, and the value on the average does not exceed 
Rx. 700,000 or Rx. 800,000. A duty upon that of 
any amount that could be thought reasonable would 
certainly yield nothing of any consequence. If it was 
levied at a substantial rate, I think the result would 
be that you would obtain no revenue but would lose 
the manufacturing industry in India. Th8 manu¬ 
facture of lac is a very simple matter, and instead of 
making the stick lac, as it is called, into shellac in 
India, the stick lac would be exported to some other 
place where it would be converted into shellac, and 
then exported to the places to which we now export it. 
That is to say, we should get no revenue at all and 
should lose a small manufacturing industry which we 
now possess. 

1461. Do you know of any new sources of taxation 
that could be tapped ?—As you know yourself, Sir, the 


Mr. J. £\ 

CConor, 

C.I.E. 

19 July 1868. 



56 


INDIAN CURRENCY COMMITTEE: 


ifr.J.E. 

0>C**or, 

CJ.E. 

19 July 1898. 


Government of India have very carefully considered 
that question for the last 25 years. At various times 
the possibility of raising revenue from succession 
duties, a tobacco tax, a sugar tax, and other imposts 
has been consideded, but all such proposals have been 
rejected as impracticable. The incidence of such 
taxes would be unequal and oppressive, and the levy 
moat difficult. I do not know of any new taxes that 
could be imposed without causing trouble and dis- 
content greatly out of proportion to the revenue 
obtained. 

1462. A gr>od deal has been said of the competition 
between India and silver-using countries. Will you 
state what are the articles in which competition 
exists, and what are the countries with which that 
competition is carried on ?—The silver-using countries 
are Mexico, China, the Straits, Persia, and Arabia. 
I do uot include Brazil and the Argentine Republic 
in the category of silver-using countries, because they 
have neither gold nor silver, they are on forced paper. 
If we exclude them the competition practically 
reduces - itself to the competition of China with our 
Ifldiau tea. If you include them, then we have the 
competition of Brazil and the Argentine Republic 
also with our wheat and our coffee. 

1463. So that the competition with silver-using 
countries resolves itself into competition with China 
in regard to tea ?—Yes. 

1464. ( Sir A. Dent.) What about cocoanuts, 
copra, and those things ?—I do not think that they 
are of the slightest importance. 

1465. The trade is of importance to Ceylon, is it 
not ?—It is of importance to Ceylon, but not to the 
Indian export trade. In Ceylon there are but two nr 
three staple exports, tea, and the products of the 
cocoanut, copra and oil. The extent of the cocoanut 
industry in India is extremely small; so small that 
we, in fact, import some. I am considering this 
question from the point of view of the competition of 
other silver-using countries with India, not with 
Ceylon. 

1466. (Sir D. Barbour.) You think competition 
is practically limited to tea only ?—As far as India is 
concerned; but I should mention, with regard to Persia, 
that there is a competition in opium, which has 
been going on for a great many years. It Is the com¬ 
petition of Persian opium with Malwa opium in 
China. 

1467. It has been said that under a gold standard 
the prices of Indian products must fall. What do 
you say to that? —It is partly a question of argument 
and partly a question of fact. All I wish to say about 
it is this; the prices of Indian produce may fall 
under a gold standard, but they have fallen under the 
silver standard. On the assumption which underlies 
the opposition to the closure of the mints, the fall in 
prices would probably be extremely accentuated if 
the silver standard were maintained, because it is 
argued that a silver standard tends to stimulate 
production. If it does so, there must be a fall in 
prices; so that, whichever way you take it, whether 
we have the gold standard or the Bilver standard, there 
is practically no difference between the two in regard 
to the course of gold prices for the products which we 
export to gold countries. 

1468. What is the relative importance of the chief 
articles of the Indian export trade ?—The first on the 
list is grain and pulse, rice being the most important, 
and wheat coming some way after. Rice would 
represent a value of from 12 to 13 crores, while wheat 
would represent a value—before the famine began—of 
from five to six crores, say, about half the value of 
the rice. Following on grain and pulse, the next is 
raw cotton. Next comes raw jute. Then cotton yarn 
and cloth. Following that are opium and seeds—seeds 
being of more importance than opium, ordinarily. 
Then hides and skins; then tea. Tea comes a rather 
long way 4pwn, about 8th or 9th on the list. Tea 


represents a value of about eight crores of rupees; 
grain and pulse a value of between 17 and 18 crores; 
cotton is about 14 crores; jute about 10 or 10£ crores ; 
cotton yam and cloth about 8^ crores ; opium about 
eight crores; seeds between 9 and 12 crores; but more 
than that, in fact, 14 crores in ordinary periods; hides 
and skins, about seven crores. 

1469. So that the tea export trade is of great im¬ 
portance, but not in the first rank ?—The tea trade is 
of importance, distinctly, and I should be sorry to 
seem ro attempt to minimise its importance. 

1470. Is the coffee trade of any importance ?—Not 
of any particular importance ; it has ranged from two 
crores down to 1^ crores. 

1471. And cinchona ?—Cinchona is quite insig¬ 
nificant ; indeed it is not really an article of export at 
all now. 

1472. Then pepper ?—Pepper stands very low down 
in the list—lowest of all, I think ; it represents about 
30 lakhs. 

1473. What have been the relative imports of gold 
and silver in the last 10 years ?—There have been just 
under 3,000,000 ounces of gold imported net in the 
last 10 years. 

1474. That is the aggregate?—Yes, just under 
3,000,000 ounces, representing, you may say, some¬ 
thing under 12,000,000/. sterling in the ten years. 
Then silver, 379,000,000 ounces, in the same period. 
In quantity the proportion of silver to gold is about 
126 to l. The value of the gold is 18 crores, and of 
silver 97 crores, so that the people have paid about 
five or six times as much for silver as they have for 
gold. 

1475. These are the net imports ?—The netimports. 
The people have had just the same opportunities for 
importing gold and using it during the last 10 or 
20 years as they have had for importing silver, or as 
they would have if gold were made legal tender. 
If they have not been taking more gold than they 
have done there seems to be no reason whatever, 
considering the conditions of gold as merchandise, why 
the making of gold legal tender should make them 
take more than they have been doing. 

1476. Assuming that the existing currency regula¬ 
tions in India continued unaltered for any considerable 
period, what effect would be likely to be produced on 
the monetary circulation, rates of discount, and prices ? 
—The existing currency regulations are really no 
regulations at all. The mints have been closed to 
silver and not opened to gold. We are in a period of 
transition from one standard to the other, and during 
this period no addition has been made to the cur¬ 
rency. It is doubtful whether there has been any 
real contraction of the currency yet, but if the present 
arrangements continue unaltered for any considerable 
period, there must certainly be a contraction of the 
currency ; and assuming that there is no corresponding 
contraction in trade, then the rates of discount will 
rise, and prices must fall; with a result that must 
be disastrous to trade. The inference is that the 
sooner we pass from our present state of transition 
the better it will be for trade as well as for the 
Government. 

1477. But those results would not follow if gold 
were being brought to the mint to be exchanged for 
rupees under the existing regulations ?—No, I am 
assuming that in the period of transition gold would 
not be brought to the mint. 

1478. Under those circumstances you think the 
result would be likely to be disadvantageous to trade ? 
—Yes. 

1479. Can you tell us how the financial position of 
India has stood since 1875, and whether, on the 

whole, her revenue has eyeeded her expenditure ?_ 

I have prepared a statement of the surpluses and 
deficits of those years, which I put in. It is as 
follows .*—• 
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1 

Year, | 

Surplus. 

Deficit. 


Rx. 

Rx. 

1873-74 

— 

1,807,668 

1874-75 - 

319,197 

— 

1875-76 

1,589,255 

— 

1876-77 - 

— 

2,584,176 

1877-78 

— 

4,262,040 

1878-79 - - 1 

2,134,098 

— 

1879-80 

— 

1,227,893 

1880-81 - 

— 

3,631,394 

1881-82 

3,595,451 

— 

1882-83 - 

674,837 

— 

1883-84 

1,879,477 

— 

1884-85 - 

— 

386,446 

1885-86 

— 

2,801,726 

1886-87 - 

178,427 

— 

1887-88 

— 

2,028,832 

1888-89 - 

37,018 


1889-90 

2,612,033 


1890-91 - 

3,688,171 

! — 

1891-92 

467,535 

— 

1892-93 - 

— 

833,412 

1893-94 

— 

1,546,998 

1894-95 - 

693,110 

— 

1895-96 

1,533,998 

_ 

1896-97 - 

— 

1,703,022 

1897-98 

— 

5,283,100 

1898-99 - 

S91,400 

1 

i 


These figures show that in the 20 years ending 
with 1892-93, that is ending in March 1893, just 
before the closure of the mints, there was an aggregate 
surplus of Rx. 17,175,499, and an aggregate deficit 
of Rx. 19,573,567, the net deficit in that period 
amounting to Rx. 2,398,088. That was the result 
of 20 years’ finance, during a time when India is 
supposed to have been extremely prosperous under 
a continually declining rupee. Until 1885 the financial 
condition was fairly good, the main disturbance result¬ 
ing from war and famine, the decline in exchange, 
though a source of anxiety, not having been so heavy 
as to be the material factor which it becuine in 1884. 
So favourable, indeed, were the conditions after the 
country had recovered from the great famine of 
1877-79 and the war with Afghanistan which ac¬ 
companied and succeeded it, that the Government 
were able to effect reductions and remissions of 


taxation in 1882. But the taxation remitted then has 
all been re-imposed since, and new taxation added. 
In 1885 exchange fell heavily, and the fall was 
accompanied by the fear of a conflict with Russia and 
followed by the annexation of Upper Burma. As a 
consequence, although new taxation was imposed in 
1886 (the income tax), the expenditure largely 
exceeded the revenue, and further re*ort to taxation 
in 1888 became necessary. Equilibrium was then' 
restored, but so great was the uncertainty of the 
financial condition, that the Finance Minister of the 
time did not venture to apply the surplus which 
occurred in the years from 1888 to 1891 to re.adjust 
fiscal burthens, and it was applied to purposes which 
would ordinarily have been served by borrowed 
capital. Deficits followed which again, in 1894, 
necessitated the resort to further taxation, and sur¬ 
pluses were thus ensured for two years. Then 
followed two years of famine, accompanied by war 
and pestilence, with the accompaniment of deficits. 
But a surplus is estimated for in 1898-99, the present 
year. In the whole period of 26 years the net deficit 
amounts to Rx. 5,414,612. 

1480. You have taken the deficits from the published 
accounts. I suppose ?--Yes. 

1481. You have not attempted any adjustment 
based on the consideration that the accounts might 
have been framed in a different way ?—No, I have 
taken them as they stand on the face of the accounts. 

1482. During those 26 years has the Government 
of India, year by year, remitted to this country the 
full amount necessary to meet its ordinary liabilities, 
or has it met those liabilities, to a certain extent, by 
borrowing in London ?—It has had to do so. 

1483. In so far as it has done so, would you admit 
that that borrowing has affected the rate of exchange? 
—Yes. 

1484. To a greater or less extent ?—Yes. 

1485. If, then, it had remitted the full amount to 
England every year, the rate of exchange would have 
been lower, and the deficits would have been larger, 
and the surpluses would have been less than those 
actually shown in the accounts ?—I think that is 
likely. 


The Witness withdrew. 
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1486. (Sir F. Moivatt.) We have had some rather 
conflicting evidence as to whether wages, speaking 
generally, in India have risen during the last 10 or 
15 years. The Government of India, I suppose, is 
an extensive employer of labour of one sort and 
another ?—A very large employer. 

1487. And this labour is, I suppose, of different 
classes; that is from mere unskilled labour up to 
higher and more skilled labour ?—Yes. 

1488. Before I ask you my main question, I pre¬ 
sume the rates which the Government pay are as 
nearly as possible based upon the rates which it finds 
paid in the open market. I am aware that Govern¬ 
ments are usually bound to pay their servants at a little 
higher rate than other people ?—The market rate 
only applies, I think, to unskilled labour—coolies, and 
to artisan labour as on the State railways; but in 
clerical and higher employment, I do not know that 
the market rate comes in at all. 

1489. Could you give us un opinion as to whether 
wages have progressed or have been stationary in the 
last 10 or 15 years ?—The record of wages is for very 
varying periods. In some cases we have the figures 
from 1873, hut in other cases from a very much more 
recent period. For agricultural and some other 
classes of labour we have records since 1873. For 
the postal department we have figures since 1855, 
and for some other departments from 1866 and 1870. 
For industrial establishments, other than those of the 
State, I have records which begin, most of them, at 
a much later period. Taking them allround,! should 


say wages have increased in rather less proportion 
than prices. 

1490. I will ask you similar questions presently 
about prices, but, perhaps, it will be convenient if you 
give us an idea of the percentage of the rise of wages 
for any period which you like to fix as applicable to 
all your tables ; shall we say 1880 ?—I will put in a 
comparative table. 

1491. Has the increase which you have indicated 
taken place in any particular class of labour, or should 
you say it was general ?—The largest and most rapid 
increase has been, as might be expected, in skilled 
labour—labour used in the large industrial estab¬ 
lishments that have been created in recent years— 
railways, cotton mills, jute and other mills and fac¬ 
tories ; but unskilled labour also has increased. 

1492. That being so, I will just ask you this; 
'Taking the classes whose wages your last answer has 
touched, and considering the prices paid by those 
classes for the ordinary necessities of life, what change 
should you say has taken place with regard to them ? 
—There has been a greater increase in prices tiian 
in wages. You will see at a glance how the level of 
prices has risen from certain diagrams I prepared a 
few years ago for the Statistical Atlas of India. 

1493. What was it, in your opinion, in 1885, which 
started the rise—what special circumstances do you 
think occurred then ?—That is a difficult question to 
answer. Some say that the depreciation of silver was 
the cause. I would not venture to ^jsay that. I can 
only say that coincident with the rise in prices there 
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was a depreciation of silver and the rupee. Whether 
the two things stood in the relation of cause and 
effect I am not prepared to say. 

1494. The prices in this diagram relate to food 
grains ?—Yes, the diagram shows the retail prices 
through the country of all the staple food grains. 

1495. Does the same thing, or anything like it, 
apply to clothing?—No, not to anything like that 
degree. In feet, you may say that the people buy 
their clothing at a lower price; the fall in gold 
prices has been such that there has been no increase, 
but rather a fall, in the price of their clothing. The 
staple cotton manufacture imported is what is called 
grey shirtings. Grey shirtings were, in March 1873, 
quoted at a price equivalent, say, to 100. In July 
1897 the price’was 69. You may say that the rupee 
price of grey shirtings in India has fallen from 25 to 
30 per cent. 

1496. I assume that the proportion of their wages 
which is spent in food is very considerably more than 
the proportion that is spent in clothes ?—Very much 
more, indeed. 

1497. May we take it that their food and clothes 
will represent the main expenditure of the labourer 
in India?—Yes. 

1498. There is no other particular heading of ex¬ 
penditure which occurs to you which would illustrate 
the change in their position ?—No. Of course there 
are other articles on which the labourer spends money, 
such as salt, firewood, pots and pans; but they are 
all of small importance as compared with food and 
clothing. 

1499. There is nothing in the range of prices of 
those articles which would materially affect the 
position of the labourer ?—No. 

1500. Do you think, taken as a whole, the railway 
earnings pay the interest on the capital expended on 
them ?—They do not, but that is largely due to the 
high rate of exchange at which the guaranteed interest 
is paid in one or two cases. 

1501. (Sir J. Muir.) Of course you are aware that 
there is a great deal of diversity of opinion in India 
regarding the policy of the Government of India in 
closing the mints in 1893. Now we have glanced at 
the question as to how income might be raised, and 
among other things it has been suggested that there 
should be an export duty of, say, 10 ner cent., or 
whatever might be agreed upon, placed upon jute, 
and at the same time an excise duty upon the jute 
mills producing the jute goods, so that. Dundee might 
not be able to complain. Do you see any objection 
to that?—-I think it is a most objectionable proceed¬ 
ing. The excise duty would certainly, 1 think, 
judging from the the experience gained in connection 
with the excise duty now levied on cotton goods, be 
regarded by mill owners as most objectionable. 

1502. Suppose you turned out to be wrong, and 
that the mill owners were quite agreeable. For 
instance, I am a mill owner owning two mills in 
Calcutta, and I am agreeable. Suppose it turned out 
that the majority of the millowners held with me that, 
there was no objection to it ?—Do you procose to levy 
an excise duty on the manufactured article ? 

1503. Yes?—If you levy an excise duty on the 
manufactured article then Dundee would be favoured 
as against Bengal, because in the one case the duty 
would apply not only to the raw material but also to 
the labour expended in its manufacture ; whereas 
Dundee would only be taxed on the raw material. 

1504. That eonld be adjusted ?—I do not see how 
tie adjustment could be made. 

1505. I think that could easily be done if one 
wished to find an equitable solution. Now you spoke, 
the last time you gave evidence, about a drawback 
Deing given ?—I should think there must be a draw¬ 
back on exported jute manufactures, or else we should 
be weighting our goods with a tax in all foreign 
countries. 

1506. You mean a drawback against goods shipped 
to what nlnce r—All over the world; our goods are 


shipped universally—-to America, Australia, Europe, 
Asia—to all countries. 

1507. If you did that would it not be acting un¬ 
justly to Dundee ?—Yes ; that is where one of the 
objections comes in. 

1508. Why should you have a drawback at all ; 
why should you give the Calcutta mills a drawback ? 
—It would be possible to make what you call an 
equitable adjustment, but the only way would be to 
tax the raw material, whether it was exported or sent 
to the mills. If each bale of raw jute is taxed, 
whether exported or brought into a mill for manu¬ 
facture, that would be an equitable arrangement; but 
the principle of taxing raw material which is used for 
manufacture, is economically most objectionable. 

1509. Is not an excise duty levied in the case of 
the cotton mills in Bombay?—Yes, and it raised a 
most acrimonious discussion. It is also regarded as 
protective of the handloom industry, which is still 
largely carried on in India, and this industry is 
regarded as now protected to the extent of 3| per 
cent, against the mills. 

1510. (Chairman.) Seven million people depend 

for their existence on the handloom industry ?•_Yes, 

it is an extensive industry. 

1511. (Sir J. Muir.) Is it an advantage to them or a 
disadvantage ?—To the handloom weaver, of course, it 
is an advantage. He has protection as against the mills. 

1512. Then the thing is possible ; it can be done ? 
—Everything is possible, if you choose to run risks. 

1513. A 10 per cent, duty on jute and an excise 
duty on the production of the jute mills is quite pos¬ 
sible ?—No doubt, but then comes in another question. 
There is a jute mill in Chandernagore, near Calcutta. 
It was said to have been started for the express 
purpose of avoiding British taxation, but ^ this the 
owners deny. The Government was asked to impose 
a duty on the manufactures of this mill when they left 
Chandernagore and entered British territory, because 
there is an import duty on jute goods entering India 
from foreign countries. 

1514. And what have you done?—Nothing. 

1515. Why ?—Because we did not think it worth 
while to do anything. 

1516. Why not?—For the reason that the goods 
enter British territory only to leave it. 

1517. Not the whole of them ?—The greater part. 

1518. Over a small portion ?—We should have had 
to establish a customs line outside Chandernagore to 
intercept the goods, with the result that we might 
collect 100 rupees, and have to refund, perhaps, 
85 rupees out of the 100 in a day or two. 

1519. I suppose you are aware that that has not 
been a very successful mill ?—1 do not know about that, 
but I should think an export duty on raw jute and an 
excise duty on mills in British territory might be 
sufficient inducement to make others commence work 
in the same place. 

1520. It is a great many years now since that mill 
started, and there has been no copying of it ?—Not 
yet; the advantages are, perhaps, not sufficiently 
great., but conditions might be difierent if there were 
an excise duty. 

1521. Then, in your examination, I did not quite 
understand what you said to the Chairman, but I 
think you said that 2 rupees 8 annas was the rate at 
present for the salt tax ?—In most parts of India. 

1522. And that could be raised to 3 rupees?_It 

could be raised to that extent by a notification of the 
Government. 

1523. Now, what salt is imported into India; what 
are the sources of supply ?—There are three main 
sources of supply; (1) salt is imported, principally 
from Cheshire—from Liverpool, also from Germany, 
and from other places; (2) it is made on great part 
of the Indian coast from sea water; and (3) it is 
obtained from Sambbar lake and from other salt 
sources in Bajputana, and from certain mines in the 
Punjab, whence rock salt is quarried. 

1524. We have been told in the course of the 
evidence that the salt tax, per' head of the natives, 
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only.amounts to about 4 d. per annum?—It maybe 
about that. 

1525. ( Sir D. Barbour.) That is the tax ?—That 
is the tax levied. 

1526. (Sir J. Muir.) How is the tax levied ?— 
Imported salt pays the tax at once before it is passed 
into consumption; the salt produced in India also 
pays the tax before it is allowed to leave the place of 
production. 

1527. Who own the sources of supply of salt ?— 
Some of the salt-works in Bombay and Madras and all 
the works in Burma belong to private owners ; others 
belong to the Government. The salt mines in the 
Punjab and the salt sources in Rajputana and some 
other places belong to and arc worked by the Govern¬ 
ment. 

1528. Supposing we were to increase the tax from 
2 rupees 8 annas to 3 rupees, that would raise the rate 
from 4c?. per head to 5 ^d. per head, or something 
like that. Does that, after ali, seem such a heavy 
tax ?—The tax is levied on a necessary of life, and is 
open to objection, which is frequently taken against 
it. Quite recently, for instance, we were told by the 
Afridis that the raising of the duty on Kohat salt was 
one of the grievances which led to the frontier 
disturbances. 

1529. Now, one or two questions with regard to 
the income tax. It seems to me, from what I know 
of the income tax in India, that in regard to a 
great many incomes the incidence of the tax is 
altogether inadequate. I think you stated that the 
limit was 500 rupees a year, equal to about 32 1. at 
the present rate ot exchange ?—Yes. 

1530. What is the rate charged?—It is 4 pie and 
5 pie, according to the amount of income. 

1531. Four pie on what income ?—Up to 2,000 
rupees a year it is four pie, and above that five pie. 

1532. Is it not possible to fix a higher percentage 
upon larger incomes ?—It would be possible; every¬ 
thing is possible, as I said before; but in regard to 
the income tax especially, I think it will be well to 
remind you that the tax has caused grave dissatis¬ 
faction in India amongst Europeans as well as natives, 
very specially amongst the mercantile classes; and still 
more strongly amongst the tea planters of Assam. 
The higher rate is also equal to 2’6 per cent., which 
is more than equivalent to the rate of i)d. in the 
pound, and that is not a low rate. 

1533. You seem to say that a tax that causes dis¬ 
satisfaction should be carefully considered ?—I think 
the principle applies to every country that a Govern¬ 
ment should hesitate to increase the incidence of a tax 
which arouses such ill feeling as the income tax in 
India has done since it was first imposed in 1886. 

1534. But you are aware that this fixed rate of 
Is. id. has caused grave dissatisfaction and indignation 
among a large number of people both in India and in 
England, Scotland, and Ireland—I refer to the tea- 
planters ?—That may be so, but if the tea planters 
were polled as to whether they would vote for an 
increase of the income tax in view to the reopening of 
the mints, I should not be confident of the result. 
What we have to do, I should think, in discussing a 
question of taxation is to consider the whole and not 
merely a section of the population, and if we find a 
tax to be the subject of such dissatisfaction as the 
income tax has been amongst all the classes to which 
it applies—as everybody officially charged with the 
administration of India will tell you it has been—we 
should pause and consider before we attempt to in¬ 
crease it. Not that the principle of the tax is 
unsound; indeed, in principle, an income tax is 
absolutely sound. 

1535. Then you think that in order to get attention 
paid to their complaints a cousiderable storm ought to 
be raised ?—I do not mean that. I mean that if a 
storm is raised it shows that people have a grievance, 
or think they have, which is not very different in 
practice. 

1536. Could not the income tax be materially 
increased in India ?—It could be increased, but—— 


1537. Do you mean that it is not practicable ?—It 
is practicable ; everything is practicable, if you choose 
to run risks, but I think it would be most injudicious 
and impolitic to Increase the tax. 

1538. (Sir D. Barbour.) You gave figures of the 
amount of cultivated land in India, and of the amount 
of cultivable waste and fallow land. Where did you 
take those figures from ?—The agricultural statis^os 
of India. 

1539. They are sent up from each province?— 
Yes. 

1540. The amount of cultivable waste in round 
figures is 100 million acres ?—About that—nearer 
100 millions than 90 millions. 

1541. In what provinces chiefly ?—The largest 
area of culturable waste land, stated in millions of 
acres, is to be found in:—Burma, 34'7; Punjab, 22*8; 
Central Provinces, 11’6; North-West Provinces and 
Oudh, 11 • 3 ; Assam, 7'4. Most of the remainder is 
in Bengal. 

1542. Are you prepared to say that all that land 
entered as cultivable waste could bo cultivated at a 
profit ?—I think it might. 

1543. The 100 million acres ?—Probably not at 
once. 

1544. There are a great many districts or provinces 
in India where there is very little waste land that 
could be cultivated ?—Very little. 

1545. You see very little in the Ganges Valley ?— 
Very little there, it has been cultivated from time 
immemorial almost. 

1546. And in many places the land is cultivated to 
such an extent that there is great difficulty in finding 
pasture for the cattle ?—That is so. The Government 
have, iu fact, had to take special measures to reserve 
pasture land. 

1547. It is,a serious evil in some places?—It is. 

1548. Now you gave figures showing the internal 
trade, and showing how it had increased down to 
1897. That was the inter-provincial trade ?—Yes. 

1549. Those returns were obtained on certain 
railways and rivers?—Yes. 

1550. Not from any other places ?—No. 

1551. You did not record the trade across the 
provincial frontiers by road ?—No, that is not 
registered. 

1552. If new railways were made connecting two 
provinces there would he an increase shown in the 
returns which would not be altogether real ?—That 
is so, and that is what I tried to bring out when I was 
giving evidence before. 

1553. The famine would also in some cases tend to 
increase the inter-provincial trade ?—That is so, but 
in the present case the increase in the figures is 
lately in other articles than food-grains. 

1554. I do not know how you dealt with imports 
of rice during the famine from Burma to the North- 
West Provinces and to Bengal ?—-They are not 
included in the figures. The grain came from the 
ports, and I excluded all trade with ports. 

1555. Although it was in a sense inter-provincial 
trade ?—Yes. 

1556. On the whole you have no doubt that the 
internal trade has increased ?—No doubt at all. 

1557. Making allowance for all the considerations 
that I have mentioned ?—Yes. 

1558. You said that the opium revenue was doomed 
to extinction ; is not that putting it rather too strongly ? 
—I did not assign any limit of time, but I do not 
believe that it can last permanently. As the capacity 
of China for producing opium increases, and the drug 
is produced of a quality approximating to the Indian 
quality, and at a lower price, there is little doubt that 
Indian opium will be superseded. 

1559. The latest price of opium in Calcutta was 
about 950 rupees a chest ?—Thereabouts. 

1560. I do not know whether you recollect that it 
costs the Government under 500 rupeos a chest to 
produce, or it used to cost under *500 rupees?— 
Mr. Finlay will be able to tell you more about that. 
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1561. I know of my own knowledge that the cost 
used to be under 500 rupees. If that is right there is 
at present a profit on the opium sales in Calcutta of 
nearly 100 per cent. ?—Yes. 

1562. There is a margin there which ought to 
enable the Indian opium for some time to resist 
extinction ?—It will resist extinction, I should think, 
for some considerable period, but the revenue is not 
likely to expand. 

1563. In taking 950 rupees as the price of opium in 
Calcutta I have taken a very low price compared with 
what it has been in some years ?—Yes. 

1564. You gave us figures showing the increase of 
the land revenue in India for a number of years. Has 
not that increase been due, to a certain extent, to the 
annexation of new territory, Upper Burma chiefly ?— 
I doubt whether we are getting much out of Upper 
Burma. In Lower Burma there has been a large 
increase from re-assessment. 

1565. Has not there been a considerable increase in 
Upper Burma ?—The total land revenue of Upper 
Burma is about Bx. 627,000. 

1566. The land revenue has not been growing 
really at the rate it appears to have done in your 
figures ?—No, not so fast. 

1567. Then, as regards the growth of the income 
tax, I think a portion of the increase will have been due 
to the extension of the tax to Burma ?—The returns 
from Burma are very small; the tax has not been 
extended as yet to the whole of Burma. 

1568. You said something about high rates of 
discount being due to the contraction of the currency. 
Do you think that a contraction of the currency 
necessarily implies a rise in the rates of discount?—I 
think if a currency were so contracted that the neces¬ 
sities of circulation reduced the amount available in 
the banks for loanable capital, the rate of discount 
must rise ; if the contraction is carried far enough a 
rise in the rate of discount is inevitable, unless trade 
adjusts itself to the contraction of the currency. 

1569. In what way ?—By the reduction of trade. 

1570. Might it not adjust itself by a fall in prices ? 
—'It might. 

1571. If a contraction of the currency took place 
equally all over the country affecting both the bank 
balances and the circulation, and prices simultaneously 
fell in proportion, would there be any rise in the rate 
of discount ?—I think not, then. 

1572. It all depends whether or not the fall of 
prices takes place simultaneously ?—Yes. 

1573. Then, you gave the rate of increase of the 
Indian population. What is that rate of increase 
founded upon ?—The census returns. They are 
imperfect for former years, but as far as they go the 
rate of increase may be taken about one per cent, per 
year. 

1574. If the returns were being prepared with in¬ 
creasing accuracy at each new census, that would show 
on the figures an increase which is larger than the real 
increase ?—Yes, and there is no doubt that is the case. 
The last census in some of the native states shows 
most remarkable increases of population, and these 
are certainly apparent, not real. They only mean that 
the former censuses were very imperfect. 

1575. Still, I understand that making allowance for 
that, there is no doubt that the population of India 
under ordinary circumstances increases with consi¬ 
derable rapidity ?—I would not call the speed con¬ 
siderable, because the rate of increase is much smaller 
than in some European countries; but for Asiatic 
countries the increase is considerable. 

1576. ( Sir C. Crosthwaite.) It has been suggested 
to us that the Government of India might get money 
by raising the rates of fares on the railways. Do you 
think much could be raised in that way ?—I do not 
think that anything could be raised in that way. We 
have found by experience that any raising of rates 
has been accompanied at once by a reduction in the 
number of passengers or the quantity of goods. At 
present the management of the railways in India 


is based on commercial principles. Each railway ad¬ 
ministration divides goods into classes; some are 
charged at high rates because they are articles which 
may be so charged without risk of loss of traffic, or 
which give no prospect of development, or which are 
troublesome to carry. Other articles are charged 
at the lowest rates which give a profit, in order to 
stimulate and develope a traffic of benefit to the 
country, and especially to the railway. 

1577. We have always had to guarantee the capital 
of companies which have raised money for railways 
in India ?—Yes. 

1578. Almost always ?—I think I know of only one 
case where a guarantee was not given, and in that 
case it had to be given afterwards. 

1579. (Sir J. Muir.) I know of one case. 1 do 
not think it is the one you are thinking of. I meau 
the Bengal-Dooars. There was no guarantee there ? 
—That is a very small line. 

(Sir D. Barbour.) But it received very important 
concessions. 

1580. (Sir C. Crosthwaite-) Taking the company 
that was formed in 1889—the Bengal-Nagpur—what 
was the rate of interest we guaranteed ?—I do not 
remember. 

1581. You may take it from me that it was 4 per 
cent. Since the closure of the mints we have formed 
one or two companies ; the Burma Railways Company, 
for instance, was formed in 1896. Can you tell me 

the rate of interest guaranteed to that company ?_ 

3 or 3 J per cent., I think. 

1582. It was 2\, with one-fifth of the surplus profits. 

That was formed after the closing of the mints ? _ 

Yes. 

1583. So that the closing of the mints has not 
injuriously affected our power to raise capital for 
railways?—No, on the contrary. Applications for 
concessions are very numerous. 

1584. (Sir A Dent.) One example of the contrac¬ 
tion of currency that was given to us was at Moulmein, 
where it was said that a firm, whose name is not given, 
could not get 21,000 rupees to pay duty on a cargo 
of rice. Is there any explanation of that?—It 
seemed to me that that illustration must have been 
mentioned more as a joke than anything else. It 
seems incomprehensible that any respectable firm 
could have arranged to purchase rice at a cost which 
was, probably, twenty times the amount of the duty, 
without having made arrangements to enable it to 
pay this small amount of duty. It may have been 
that there was some oversight, and that arrangements 
were not made to get the money from Rangoon. All 
the rupees required iD Burma for the rice trade are 
imported from Calcutta, and every firm in Burma has 
to arrange beforehand to secure the amount of rupees 
they think they will require for their purchases, for 
the mill labour, and for export duty. In this particular 
case there must have been some neglect in not 
arranging to get the rupees from a Bank at Rangoon 
or Calcutta. There can be no question of scarcity of 
currency in this business ; it is absurd to think of 
21,000 rupees as being an illustration of the contraction 
of the currency in India. 

15S5, You treat it as a joke ?—It seems to me that 
it must have been put forward more as a joke than 
anything else. 

1586. (Mr. Campbell.) You said in reply to the 
Chairman that the advantage of a falling exchange 

goes to the merchant rather than to the cultivator?_ 

That seems to me to be the case. 

1587. Because the advantage is only temporary, 
and only lasts during the course of the transaction 
between the two countries ?—Yes. 

1588. Do you mean that a fall of exchange is so 
immediately followed by a corresponding fall in the 
sterling price of the exported produce that the rupee 
price is immediately affected, and at once falls back to 
its former level ?—A fall of exchange has always, I 
think, been accompanied by an immediate adjustment 
of the gold price. 
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1589. Then, I suppose, the converse would happen 
in the case of a rising exchange ?—I suppose it might. 
Of course it must be remembered that gold prices are 
affected by other conditions. 

1590. That is exactly the point?—If a man is 
engaged in a particular transaction and exchange falls 
daring the course of that transaction and he is doing 
business with a man here, if he gets the benefit of 
that fall of exchange, the man ho is doing business 
with will not allow him to do the same thing on the 
next transaction. 

1591. That would bo the case where India is com¬ 
peting with other countries ?—In the adjustment of 
prices there are numerous factors to take into con¬ 
sideration. 

1592. Suppose India is competing with America 
in wheat in the English market, will the fall of ex¬ 
change be followed by a rise in the sterling value of 
the produce notwithstanding the competition of these 
two countries ?—No. 

1593. You admit that exchange is not the only 
factor in adjusting sterling prices ?—It is by no means 
the only, or the most important, factor. 

1594. Would you say that the effect of a rise or 
fall in exchange would be shown in both the rupee 
and gold price of produce, that is, would be divided 
between the two ?—Yes. 

1595. You would modify your opinion to that 
extent ?—That is the more explicit and accurate way 
of stating it. 

1596. We saw some of these gold bars that go 
out to India to such a large extent—these 10 ounce 
bars ?—I have seen a great many of them in Bombay. 

1597. Wliat is done with them ?—I think they 
are melted into ornaments, with the exception of a 
proportion—whether small or large it is impossible to 
say (though I think it is small) which are used by 
some native chiefs or very wealthy men to put into 
hoards. 

1598. But as far as you know, they are not used 
for currency purposes ?—No, absolutely not. 

1599. You gave us some very vuluable tables, among 
others a table of the revenue and the expenditure 
of India, from 1873 downwards: could you supple¬ 
ment that by a table showing the amount of sterling 
and rupee borrowing during the same period?—Yes, 
I will give you that. 

1600. And also the amount spent in the con¬ 
struction of railway and irrigation works during the 
same period, both in rupees and in sterling ?—Yes. 

1601. That will enable us to see how far India had 
been constructing railways out of revenue, or how far 
she had been expending money borrowed for the pur¬ 
pose ?—I will supply the table. 

1602. (Mr. Hambro.) Referring to your tables 
showing the gold production in India in the last ten 
years, could you supplement that by giving the 
amount also got out of the earth during the same 
time, so as to get the total amount in India?—I am 
afraid we have not got the statistics of mining pro¬ 
duction in India for ten years, but I will give them to 
you for all the years for which we have them. 

1603. (Mr. Le Marchant.) In your statistics of 
prices, could you point to figures as showing that 
Indian prices had adjusted themselves at the date of 
the closing of the mints to the sterling value of the 
rupee ?—N o, I cannot go further than to say that 
Indian prices remained pretty steady from 1873 
onwards until about 1885, and that then they rose 
rapidly, and in about the proportion in which silver 
had depreciated. I think it may be said that from 
that date onwards to the closure of the mints Indian 
prices had adjusted themselves to the value of the 
rupee. 

1604. As a general inference, you would draw that 
conclusion ?—Yes. 

1605. You have given some statistics of area of 
cultivation. Can you give us any special statistics 
of the area of cultivation of tea and coffee in recent 
years?—Yes, I have those, and I am glad you have 
asked for them. 


1606. Do they show that there has been no pause 
in the extension of tea cultivation ?—There has been 
no pause in extension. From a paper which I wrote 
about the end of last year I take the following 
figures, which give the number of acres under tea in 
tbe 12 years from 1885 to 1896 :— 


1885 


283,925 

1891 

- 362,437 

1886 

- 

298,219 

1892 

- 374,869 

1887 

- 

312,803 

1893 

- 395,839- 

1888 

- 

324,327 

1894 

- 400,527 

1889 

- 

333,701 

1895 

- 415,717 

1890 

- 

344,827 I 

1896 

- 433,113 

The figures 

for 1897 1 

mve not 

reached me, but 


from a recent official report it appears that in Assam 
about 45,000 acres were added to the area in 1897. 

' 1607. Has the range of prices of those articles 
varied with the increase of competition?—The fluc¬ 
tuations in the prices of tea have been great. I take 
the prices as returned by the Bengal Chamber of 
Commerce from 1873. Taking the figure in 1873 as 
100, they varied between 148 and 110 down to 1884. 
Then prices began to fall. In 1885 and 1886 the 
price was 90, falling then to 77, 84, 77, 63, 81, 71, 
87, 82, 97, 84, 64. So that it can only be said in 
regard to tea that there has been a great fluctuation 
of prices with a drooping tendency for the last 12 or 
13 years—say since, 1885. 

1608. Would that apply to any one particular kind 
of tea ?—That is fine Pekoe. I have also the figures 
for the other kinds—broken Pekoe, Pekoe, and Pekoe- 
Souchong. 

(Sir A. Dent.) You ought to put in the average of 
the whole invoice. 

1609. (Sir J. Muir.) It is essential if you are going 
to be impartial to give the average ?—I have the prices 
of four different qualities, these being the qualities 
which form the bulk of the exports. 

1610. But you could easily get the exact figures 
from the Indian Tea Association ?—I asked for them 
some time ago, but was informed that the Association 
were unable to verify or supplement my records. 
Then, to answer Mr. Le Marchant’s question as to 
coffee. Coffee is different from tea in this respect 
that it is grown, and can be grown, only in a 
restricted region. The number of acres under coffee 
in 1885 was 237,000; in 1896 it was 289,000, the 
increase having taken place although the possibility 
of growing coffee outside of a certain zone is small, 
and the plant has had to maintain a struggle against 
disease and against the competition of tea, which 
is tending to take its place in Southern India, as it 
has done in Ceylon. The record of prices of coffee 
is so remarkable that I really do not know what is 
the origin of the complaints of persons interested in 
coffee. There is a fall in prices now, it is to be 
hoped only temporary, but for the 10 years from 
1886 to 1897 East Indian coffee in London 1ms shown 
a range of very high prices. 


The following figures represent the Annual Average 
of the Weekly Prices of East India Coffee in 
London 



s. d. s. d. 


s. d. s. d. 

1874 

100 10 to 119 0 

1886 1 

58 2 to 101 8 

1875 

98 8 „ 116 3 

1887 

85 6 „ 104 10 

1876 

100 1 „ 117 2 

1888 

75 1 ., 97 7 

1877 

99 7 „ 120 2 

1889 

91 7 „ 101 2 

1878 

95 3 „ 119 0 

1890 

100 0 „ 112 2 

1879 

85 10 „ 115 8 

1891 

98 4 „ Ill 6 

1880 

85 5 „ 113 9 

1892 

97 8 „ 111 0 

1881 

71 1 „ HO 9 

1893 

98 8 Ill 4 

1882 

61 2 „ 108 9 

1894 

93 9 „ i08 3 

1883 

66 11 „ 104 7 

1895 

92 5 „ 109 4 

1884 

56 3 „ 95 3 

1896 

88 11 „ 110 11 

1885 

52 1 ., 98 11 

1897 

82 11 „ 107 0 


1611. (Mr. Le Marchant.) You were speaking of 
taxation as having been reduced in 1882, and subse¬ 
quently re-imposed or increased as the staling value 
of the rupee fell. What equivalent do you think the 
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taxpayer has got for that additional taxation ?— 
Really nothing at all, it may be said. All that' 
taxation, or at any rate the greater part of it, has 
been imposed for the purpose of filling the deficiency 
caused by the fall of the rupee. The re-imposition 
since 1886 of taxation to the extent of between 6 
and 7 crores has compelled the taxpayer to work 
longer and harder in producing for export more 
merchandise to pay the sterling obligations. Ordin¬ 
arily, it may be said that taxation, if it is spent 
in the country on useful objects, is only a redistri¬ 
bution of wealth, and that though sections of the 
population are being taxed the whole population is 
benefited; but in this case it is not apparent where 
the benefit comes in, or where the benefit of any 
further taxation for the purpose of filling the gap 
caused by a further fall of the rupee would come in. 

1612. So far as that additional taxation is repre¬ 
sented by a larger amount of Council bills and an 
increase of exports, do you consider that India gains 
an equivalent ?—No, it is simply paying more produce 
for the same debt. 

1613. With regard to trade and discount rates, can 
you point to any facts which would account for a 
higher rate of discount ruling for a longer period 
than, say, 5 or 10 years ago ?—I observed that one or 
two witnesses spoke of the stringency of the money 
market being spread over a longer period of the 
year now than used to be the case. I am iuclined 
to think that they left out of consideration the fact 
that the busy season of the year is now much longer 
than it used to be. In former times the busy season 


of the year extended only over about three or four 
months. Now, the busy season of the year extends 
over six or seven months or more, and consequently 
the demand for money extends over a longer period 
of the year, and with the demand a higher rate 
of discount. I do not say that that accounts for 
the whole of it, but it is a factor that ought to be 
taken into consideration. If any one says that the 
prolongation of the period of high rates is due to 
the closing of the mints (which I do not myself 
admit), then it may fairly be said in answer that 
part of it, at all events, is due to the prolongation 
of the busy season. 

1614. It has been suggested that the Government 
should oiler higher rates of interest on sterling loans 
to attract more capital for the development of railway 
construction. In your opinion would that lead to a 
probable loss on railway revenue account ?—It would 
depend upon what the rates are. 

1615. Higher, I assume, than the present?—Yes, I 
think so. As it is, with the present rates there is a 
loss on the account. 

1616. And any rapid increase of that in the amount 
of sterling capital raised, and the rate of interest paid 
for it would, at all events for a time, cause a revenue 
loss ?—It would weight the country with a burden 
from which it would oniy be relieved after a number 
of years, as the railways began to earn as much as— 
or more than—the interest. Many of the lines cannot 
do this for a period of some duration, some of them 
will never do it. 


The witness withdrew. 


FOURTH DAY. 


Tuesday, 7th June 1898. 


Present : 

The Right Hon. Sir Henry H. FOWLER, G.C.S.I., M.P., in the Chair. 


The Lord Balfour of Burleigh. 
Sir John Muir, Bart. 

Sir Francis Mowatt, K.C.B. 

Sir David Barbour, K.C.S.I. 

Sir Charles Crosthwaite, K.C.S.I. 


Sir Alfred Dent, K.C.M.G. 

Mr. Robert Campbell. 

Mr. Everabd Hambro. 

Mr. W. H. Holland. 

Mr. F. C. Le Marchant. 

Mr. Robert Chalmers, Secretary. 


The Hon. Allan Arthur called and examined. 


1617. ( Chairman .) You are at the present time 
President of the Bengal Chamber of Commerce ?— 
No, I recently resigned. 

1618. How long had you been president ?—I was 
president last year, and I was president in 1893, and 
I was president for the first two months of this year. 

1619. Also you carry on a large business in Cal¬ 
cutta ?—A moderate business. 

1620. You have been in business in Calcutta for 
how many years?—I have been in business in Cal¬ 
cutta for 10 years. I was in Bombay before that 
for 11 years. 

1621. You have 21 years’ experience of Indian 
trade ?—Yes. 

1622. Have you been a member at all of any of the 
councils ?—I am at present a member of the Viceroy’s 

Council. 

1623. Now, in what you are going to say to us to¬ 
day, are you representing the views of the Bengal 
Chamber of Commerce ?—No, I think hot; I am 
expressing my own views. 


1624. I suppose that in the Bengal Chamber of 
Commerce, as in other chambers of commerce in India, 
there is a divided opinion upon the questions that are 
referred to this Committee ?—Certainly. 

1625. Would you feel justified in saying that 
you represent a great body of opinion among the 
mercantile classes in Calcutta ?—I think I may say 
that I represent a very large body of that opinion, 
and I think the press in India practically agree with 
my views. 

1626. At the present time, what is the most im¬ 
portant question affecting the , interests of commerce 
in India ?—The currency question. 

1627. During the past year I suppose there have 
been two very important questions in connexion, with 
the currency of India, namely the refusal of the 
Government of India to accept the proposals of the 
American and French Governments to remonetise 
silver, and the establishment of a gold, standard in 
Japan ?—Yes, 
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1628. Both those events have taken place during 
the present year ?—Yes. 

1629. What do you regard as the ultimate effect of 
the proposals of the American and French Govern¬ 
ments with reference to the demonetisation of silver ? 
—I think the ultimate object was the fixing of the 
ratio between silver and gold at 15| to one. 

1630. What would that have made the rupee ?— 
About Is. lid. 

1631. Will you tell the Committee what you 
think would be the effect on the trade of India if the 
value of the rupee had been raised to Is. 11 d. ?—I 
think it would have had a most disastrous effect on 
the trade of India. It would have upset a great many 
contracts, both for imports and exports. I think it 
would have ruined many of the industries of India. 

1632. But that would have been, I suppose, simply 
a temporary effect. In the course of time, assuming 
the rupee had been fixed at Is. llcZ., the conditions of 
trade would have re-adjusted themselves to that ?—I 
think so. 

1633. Wbat was the effect in 1890 of the large 
increase that then was made in the value of the rujtee ? 
—In the import trade there was to a certain extent 
very great trouble owing to the piece-goods dealers in 
Calcutta trying to repudiate their contracts, but 
fortunately, I think, for India, the high rate of 
exchange did not last long, and there was a decline 
just as rapid and as great as the rise had been. 

1634. Can you tell us what the value of the rupee 
was prior to the rise in 1890?—It was about la. 5d. 

1635. And what did it rise to?—1.?. 8j-§-d. 

1636. In what period ?—That I think was between 
February and August. 

1637. Then what did it fall to in that same year ? 
—It fell to about Is. 5 d. 

1638. Now will you give us your opinion as to 
what was the effect on the trade of India of the closing 
of the mints in 1893 ?—I should say that the effect in 
the first two years was not disastrous. I think that 
trade went on fairly well. 

1639. I suppose there was considerable dislocation 
the first year ?—There was in the first instance, 
especially in imports, which were stimulated, and there 
was certainly a dislocation in the export trade until 
the Secretary of State began selling his bills again. 

1640. When the Secretary of State began selling 
his bills again with the mints then closed, do you 
think there was then either a beneficial effect, or the 
contrary effect, on trade ?—I think I can hardly 
answer that question, because the trade, as it were, is 
in a transition state. 

1641. When do you think the transition state will 
terminate ?—It has not terminated yet. 

1642. You still regal'd it as in a state of transition ? 
—Yes. 

1643. Do you think that the present rate of Council 
bills, which is a fraction over Is. 4(7, is regarded 
as a permanent rate ?—Yes, I think it is regarded as 
a permanent rate. There is a very large export 
business going on, and if the exports of India are 
going on largely, I think people in India think the 
rate will be continued, i.e., provided the currency has 
contracted. 

1644. I suppose the effect of the Government 
being bound to give rupees for gold at Is. 4d. is to 
prevent any further rise in value ?—Yes. 

1645. Practically the effect of the condition which 
was then added to the closing of the mints has been 
almost automatically to prevent the rupee rising above 
Is. 4 d. ?—Yes, that is the effect. 

1646. Do you think it is possible to re-open the 
mints ?—I think it is practically impossible to re-open 
the mints. 

1647. Will you tell the Committee why you think 
so ?—I think on it being declared that the Government 
would return to open mints the rupee would imme¬ 
diately decline to 1 Id. and could not rise above that, 
so long as the present ratio between gold and silver 
coins in Japan lasts. 


1648. You say the rupee would immediately decline 
to lid., but supposing the intrinsic value of the rupee 
was, say, 8 d. ?—It would go to 8 d. 

1649. But you think that whatever the intrinsic 
value might be it must go to lid.?—Yes, as a 
maximum, I think, so long as the present ratio between 
gold and silver coins in Japan lasts. 

1650. Just explain that to us ?—In Japan the gold 
ven and the silver yen are interchangeable. 

1651. Is the yen about equivalent to the rupee ?— 
The silver yen is about 2s. 0 \d. 

1652. (Mr. O’Conor.) The old silver yen is practi¬ 
cally a dollar, but of course the gold value has fallen 
very much. 

(Chairman.) Suppose silver went back to 60d. an 
ounce wbat would be the effect on the yen ? 

(Mr. 0’Conor) The yen then, of course, would be 
the same value as the dollar; it would be about 4s. 2d. 
I think. 

1653. (Chairman) The yen and the dollar are 
practically the same ? 

(Mr. O'Conor) Practically identical. 

Witness. The gold yen, if shipped to London and 
minted, would out-turn 2s. 0'32d. The silver yen 
if minted in India under the old conditions, would out¬ 
turn a little under Rs. 222 per 100 silver yens. 

1654. (Chairman) What would that be per rupee ? 
—That would equal about lid. per rupee. The ex¬ 
change banks could sell sterling in Japan at about 
2s, 0 \d. and cOuld buy and ship to India silver yens 
which, if minted in India, would, as I have said, out¬ 
turn Rs. 222 per 100 silver yens, which is equal to about 
lid. per rupee. The transaction would pay the banks 
so long as Indian exchange remained a fraction above 
lid. 

1655. But, of course, if it went below lid.-? 

It would not pay the banks. 

1656. Then the rupee would sink to its own 
intrinsic value ?—Yes. 

1657. I understand your argument to be this : 
Given the opening of the mints to the unlimited 
coinage of silver, the present monetary condition of 
Japan, and therefore of that portion of the East, would 
prevent the rising in the exchange value of the rupee 
above lid."; but if the exchange value of the rupee 
fell below lid., it would fall in that case to its intrinsic 
value as bullion ? — Yes. Of course, it would pay the 
exchange banks, so long as exchange remained a 
fraction above lid. It is therefore plain that the 
rupee could not rise above lid. without being im¬ 
mediately arrested by shipments of yens, and this 
would last until Japan was denuded of yens or until 
silver was maintained at a level above 29d. 

1658. But if silver rose above 29d., would it raise 
the value of the rupee ?—Oh, yes, if silver rose above 
29d., the rupee would go up. 

1659. Now, will you tell us what the effect on the 
financial condition of India would be if the rupee was 
permanently fixed or went down to 1 Id. How would 
that affect the taxation of India ?—With the rupee at 
lid. as against Is. 4d., the annual increase in taxation 
would amount to the enormous sum of between 11 and 
12 crores of rupees; and as the increase would be 
immediate and not gradual, India would be face to 
face with bankruptcy, or at all events, in my opinion, 
the increase in taxation would be so exasperating as 
in all probability to lead to another mutiny, and in 
this event it would be a mutiny not of the soldiery 
but of the people. These are contingencies which the 
mercantile community cannot afford to face. 

1660. I see that the average rate of exchange 
during the period that I was in office was a very 
litttle over Is. Id. ; was there any increase of taxation 
then ?—I cannot say that. 

1661. There was an Increase of import duties. 
The import duties are now part, of the revenue, 
but I want to direct your attention to this. You 
think lid. would be fatal to the financial position 
of the Government of India, but as a matter of fact 
has not the rupee been as low as 13d., and that has 
not been fatal to the position of the Government of 

H 4 


Bon. A. 
Arthur. 

1 June-1898. 



Hon A. 
Arthur. 

7 Jane 1898. 


64 INDIAN CURRENCY COMMITTEE : 


India?—But the rupee was only that for a short 
time. 

1662. I will give you the figures. The average for 
the whole year of 1894-5 was Is. Id. with a very 
small decimal. Then in 1895-96 it was practically a 
little over Is. 1£<7. Then the next rise, the real 
appreciable rise, was in 1896-97, when it was Is. 3^tf. 
In 1897-98 it was Is. 3 ^d., and that is practically 
what the Secretary of State is going to estimate it for 
again, at Is. 3 £d. for the year. So that that very low 
rate of the rupee did hist a considerable time ?—Yes, 
that is a point I have not gone into lately. 

1663. Now what do you say about the silver rising 
above the 29 d., having regard to the world’s supply 
of silver. What was the experience when America 
was buying 54,000,000 ounces yearly ? — The 
experience was that silver gradually and steadily 
declined. 

1664. The re-opening of the mints would not 
involve so large an absorption of the world’s pro¬ 
duction of silver as the compulsory takings under 
the Bland and Sherman Acts ?—I think not so 
much. 

1665. Supposing the present state of financial 
affairs—in case of the mints being re-opened— 
would India be practically the only large buyer of 
silver ?—You may say that India would be practically 
the only large buyer of silver. 

1666. We have had some evidence about the 
stability of exchange. Will you tell us, as a mercantile 
man, what is your view as to the desirability of 
stability of exchange ?—I think the stability of 
exchange with the silver standard is absolutely 
impossible. 

1667. Will you just explain that in your own way ? 
—With the great commercial countries ? In my 
opinion, silver is now a commodity; it fluctuates just 
as other commodities fluctuate; it is not money. 
Silver is not money; and as silver fluctuates, the 
rate of exchange would naturally fluctuate with the 
fluctuations in silver. 

1668. In other words you consider the price of 
silver would be so uncertain and so varying that it 
would not possess the first element of a monetary 
standard ?—Quite so. 

1669. Can you give us any reasons as to the 
expediency or inexpediency of returning to a silver 
standard ?—In his evidence before the Hersehell 
Committee, Mr. Stephen Ralli stated that in or about 
1873, when silver was demonetised, his firm placed 
their capital on a sterling basis. It is also a well- 
known fact that the exchange banks without exception 
have remitted their capital to England, because they 
distrust the silver standard. 

1670. You say it is a well-known fact that the 
exchange banks without exception have remitted 
their capital to England ; supposing anybody disputed 
that as a matter of fact, what would you say to them ? 
—I should say it is a matter of common knowledge 
from tho reports of the exchange banks. 

1671. There is no doubt about it ?—There is no 
doubt about it. 

1672. In fact you do not think that is arguable. Is 
it a fact ?—That is the fact. Then, if the silver 
standard is not good enough for Messrs. Ralli Bros, 
and the Indian exchange banks, how can it be 
maintained that it is a good standard for India as a 
whole ? 

1673. What would be the position of the Indian 
money market on a silver standard ?—I would suggest 
that, under a silver standard, the position of the Indian 
money market was at times most unsatisfactory. Those 
people who now cry for open mints, say that the 
moment the mints are opened dear money will be a 
thing of the past. This might possibly be tho im¬ 
mediate effect, but I ask how long would it last ? 

1674. You say there is dear money now ?—There 
is certainly dear money now. 

1075. Do you think there is now a contraction of 
the currency ?—Well, that is a very difficult question. 


1676. Do you think there is a contraction of capital ? 
—There is a contraction of loanable capital. There 
seems to be considerable confusion in the minds of the 
advocates of a silvc-r standard as to what constitutes 
cheap money. They thought that large imports of 
silver gave plentiful money, but too often these large 
imports meant merely an increase in the bulk of the 
currency without increasing the supply of capital. The 
result, at all events, was seldom a low bank rate, which 
is the real test of plentiful money. 

1677. What is the present bank rate?—When I 
left Calcutta it was 11 per cent. I think it is now 10 
per cent. 

1678. What would you call the normal average 
bank-rate in Bengal ?—Of course, for the last two years 
the bank-rate has been very high. 

1679. Take the two years before?—I should say 
about 6 per cent., and before that it was lower. 

1680. Can you give me any comparison with this 
country. The Bank of England rate being 3 per 
cent., what would be the corresponding equivalent to 
a bank-rate in Bengal ?—I should say 5 or 6 per 
cent. 

1681. That is to say that practically in Calcutta a 
bank-rate between 5 and 6 per cent, would be 
regarded there as we regard a 3 per cent, rate here ? 
—I think so. There were constantly recurring periods 
of great stringency before the mints were closed. In 
1874, 1876, 1877, 1882, 1884, 1889, and 1890, the 
Bank of Bengal rate went into double figures—10 per 
cent, or over. 

1682. The value of the rupee in 1874 was Is. 10rf., 
in 1876 it was Is. 8 d., in 1877 Is. 8|£?., in 1882 
Is. 7'\d., in 1884 Is. 7 \d.; in 1889 it was Is. 4^tf., 
and in 1890 it was Is. 4\d. Would you draw from 
that the inference that the stringency of the money 
market is totally independent of the exchange value 
of the rupee. You say there were periods of great 
stringency when the rupee was very high ?—Yes. I 
say that that is due to the fact that there was a want 
of confidence in the silver standard. 

1683. And even as far back as 1874?—Even as 
far back as 1874, and I say that,* while the Bank of 
Bengal rate was 10 per cent, or over, the Bank of 
Bombay rate was higher. The Bank of Bombay rate 
is as a rule higher in March and part of April than 
the Bonk of Bengal rate. In the years which I 
have mentioned, as at present, the exchange was 
liable to fall heavily, and the banks and others had 
no confidence in buying Council bills and silver, 
with which to provide India with sufficient currency. 

1684. What was the result of that ?—The result 
was that the Indian money market never got imme¬ 
diate relief as it would have done if India had had a 
standard in which banks and capitalists had complete 
confidence. The distrust of silver is greater now than 
it was before the mints were closed as evidenced by 
the condition of China at the present time, and I 
unhesitatingly say that there never will be confidence 
in silver, unless—and even then it is most doubtful 
—the price of silver is fixed by international agree¬ 
ment. 

1685. You say that that is evidenced by the condition 
of China at the present time. Will you just explain 
that?—I was informed by some of the bankers in 
Calcutta that they were afraid to ship silver to China, 
because they did not know at what rate they would 
get their capital back. 

1686. I suppose that applies to their shipping silver 
anywhere ?—Yes. 

1687. What do you say India requires to be the 
chief characteristic of its standard?—India requires 
a standard in which capitalists will have absolute 

confidence. 

1688. You mean absolute confidence as to its 
permanent fixed value ?—Confidence as to its 
permanent fixed value, i.e., stability. 

1689. Now, what have you to say as to the producing 
power of India ?—I say from the producing point of 
view India is an immensely rich country. Her labour 
supply is inexhaustible. Her soil is so fertile that in 
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some parts of the country two crops yearly are taken 
out of the ground. As an example of her recuperative 
powers, one has only to think of the immense ship¬ 
ments of wheat she is making this year, a year 
following one of extreme famine. It can be taken as 
undisputed that India is a most fertile country. 

1690. From that would you draw the inference that 
India’s producing power is sufficient to cany off the 
Secretary of State’s bills ?—I think so, provided she is 
supplied with capital. 

1691. From another point of view, I suppose you 
would say that India is not a very rich country ?— 
From the point of view of loanable capital, I say Indin 
is a poor country. There is no doubt that many of 
the maharajahs and noblemen of India have immense 
fortunes, but they do not as a rule apply them to 
remunerative public works or remunerative industries. 
The irrigation works, the railways, the jute and 
cotton mills of Bengal, the tea gardens of India, the 
indigo factories, in fact nearly all the important 
industries of India have been made with British 
Capital; excepting in Bombay, where the cotton 
mills have been to a considerable extent established 
by native capital. 

1692. Capital sent from this country ?—Capital 
sent from this country. 

1693. Capital beneficially employed in India ?— 
Capital beneficially employed in India. 

1694. And the interest on which of course, has to 
be remitted to this country ?—To a very great extent, 
unless the proprietor of one of these industries is in 
India. 

1696. Assuming British capital out there, what is 
called the drain upon India is simply the price which 
the Indian manufacturer has to pay for his capital 
which he would have to pay wherever ho got it from ? 
—Yes. 

1696. You think tho future development of the 
natural resources of India will depend to a great 
extent upon their obtaining foreign capital ?—I think 
it is absolutely necessary to have foreign capital. I 
think it is certain that the rich natives will not 
provide it. 

1697. What do you think at present is restraining 
the import of English capital, when there is such a 
surplus of capital here that people are content with 
the lowest rate ever known ?—I should say it is the 
distrust of the Indian standard. No one knows what 
he will ultimately get back from India if he sends 
100 sovereigns there. 

1698. That you regard as the real key of the 
position ?—Certainly. 

1699. Capitalists in Europe will not send their 
capital to India because they do not know what shape 
or value that capital will have when it is returned to 
them ? —Yes ; unless, of course, they see that they are 
going into a very good thing. They woqld, of course, 
go into a thing if they see there is a very high rate of 
profit. 

1700. Now is it right to say that the great bulk of 
the Indian trade is done with gold-using countries ?— 
I believe there is about 80 per cent, of Indian trade 
done with gold-using countries. 

1701. Does that lead you to any conclusion with 
reference to what the standard should be in India ?—I 
say on that account the standard should be the 
same as that of the great commercial countries with 
which she does her export trade. 

1702. I suppose that practically both the buying and 
selling with gold-using countries is carried on a gold 
basis ?—Certainly. 

1703. The subsequent reduction of the transaction 
into rupees is a subsidiary matter altogether ?— 
Yes. 

1704. The exporter sells on a gold basis?—Yes. 

1705. It is rather a speculative matter; but what 
do you think would be the opinion of native Indian 
bankers with regard to this question ?—My oninion is 


example of every independent nation (Mexico ex¬ 
cepted), and discarded silver when it was found that 
the local currency fluctuated relatively to the curren¬ 
cies of tho countries with which India does most of her 
trade and all her borrowing. 

1706. Has that been the effect in Japan. That is 
the course that has been pursued in Japan. Japan 
has established a gold standard this year ?—Yes. 

1707. And you believe tho effect of that will be 
beneficial to the industries and commerce of Japan ? 
—I think so. 

1708. Now an objection has been raised that a 
rupee of Is. Ad. would be antagonistic to the thriving 
of the local industries—the internal trade of India ?— 
Yes. People do say that closing the mints is 
strangling the trade and industries of the country. 
The jute mills of Bengal have never had a more 
prosperous time than in the last 12 months, because 
there has been an immense jute crop, the indigo 
planter seldom if ever had more prosperous seasons 
than the two preceding the last season. 

1709. I suppose the prosperity or the bad trade in 
indigo would arise from the extent of the crop ?—For 
the last year the crop has been bad. 

1710. A bad crop will make a bad trade, anyhow? 
—A short crop will make very high prices, as a rule. 

1711. Wliat do you say about the tea industry ?— 
The tea industry has not had a good season, but I 
say that has nothing whatever to do with the 
standard. 

1712. Why not ?—The weather was unsuitable last 
season, and the production has for the time overtaken 
the consumption. 

1713. With reference to the cost of carrying on a 
tea planting business, does not the increase of the 
value of the rupee to, say, 1.?. 4 d. very much add to 
the cost of production in India ?—That is a very 
broad question. 

1714. I do not want the reason of it, I want to get 
first the matter of fact. Let us put this concrete case. 
A man sells a sovereign’s worth of tea in London. If 
he receives at Is. Ad., he gets 15 rupees only for that 
sovereign ; if the exchange is low, he may get 17 or 
18 cr possibly even 20 rupees. Is he or is he not 
getting a disadvantage in his payments in India by 
getting a less number of rupees for the gold price of 
the article which he produces ?—In the case of labour, 
for instance, he has an advantage. 

1715. In the low exchange ?—In the lo'w exchange, 
but that advantage, I say, would cease when wages 
rise, as they are bound to do, as the rupee goes down, 
and that advantage to the tea planter would in time 
be lost. At present it is an advantage. 

1716. But has he any corresponding advantage in 
the purchase of other things which he gets from 
England in higher prices ?—He has. His stores cost 
him less. 

1717. Do you think the one to any extent balances 
the other ?—I think it does to a very great extent. 

1718. Then may I ask you whether, if the normal 
condition were arrived at, and we had a permanent 
Is. 4 d. rupee, and wages were based on that and pur¬ 
chases of stores were based on that, then do you think 
the tea planter would suffer any exceptional disadvan¬ 
tage ?—I do not think he would. The question of the 
price of tea would then become merely a question of 
supply and demand. If there was a low production 
of tea, the price would be high ; if there was a good 
production the price would be low. 

1719. So far as this is concerned, you are of opinion 
that the reduction in the price of tea has been 
mainly owing to the production being in excess of the 
demand ?—I think so. 

1720. Now about wheat ?—Wheat lia9 been exported 
in immense quantities notwithstanding very high freights' 
and the maximum rate of exchange. When exchange 
was at its lowest and freights were very low, no wheat 
was exoorted. nartlv because, the Euro Dean markets 
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on the basis of a Is. llrf. rupee, has made immense 
strides in her export of both of these articles. Java, 
with her gold standard of, say, Is. 8<7. per rupee, has 
made immense strides in sugar, while Mauritius with 
her silver standard has remained stationary. Burmah 
is not losing her position as a rice-exporting country , 
notwithstanding the fact that other rice-producing 
countries such as Cochin China and Siam are on a 
silver basis at the rate of about 1(W. per rupee. I am 
pointing all this out to show that circumstances other 
than the standard of a country have got to be taken 
into consideration when one is trying to find out the 
economic reason for the trade in any particular article 
of commerce expanding or declining. Climate, soil, 
geographical position, labour, are all far more potent 
factors in regulating the trade and industries of a 
country than the monetary standard. A depreciating 
standard may help certain industries up to a certain 
point, but, if certain industries do get an advantage by 
a depreciating standard, some other interest must 
suffer. 

1721. I suppose you would hold the opinion that a 
depreciating standard cannot permanently be of any 
benefit to the country ?—No permanent benefit. 

1722. If it is a good thing for India to have a 
standard, say, of Is. the rupee, I suppose it must be a 
better thing to have it at 6<f. ?—Certainly. 

1723. Then one might go on to 3d., and then it 
becomes a reductio ad absurdum ? —Certainly. 

1724. Now what do you say to the tea growers 
advocating a low exchange ? Just apply what you 
said just now to the tea industry ?—Tea growers 
advocate a low exchange (when they say a low 
exchange they must mean a depreciating standard), 
but the advantage they get on this account is gained 
at the expense of some other interest (such as im¬ 
porters, taxpayers, labourers), and would be counter¬ 
balanced by an ultimate advance in wages, which, 
with a depreciating standard, must in time advance, 
though wages, especially in India, take a long time to 
mojre. 

1725. Are you aware that there is great opposition 
on the part of the tea industry to this Is. 4 d. rate ?— 
On the part of some people there certainly is. 

1726. Especially the Ceylon growers ?—Especially 
the Ceylon people. I may mention that one of the 
leading agents in Calcutta told me before I left that 
while he favoured a fixed rate of exchange, he thought 
Is. 3d. or Is. 2d. would be more suitable than Is. 4 d. 
In reply to my request for his reasons, he said that 
the industry was overdone, and that at Is. 2d. it 
would last longer without a crisis than at Is. 4 d. 
There is no doubt that the industry has been overdone 
for the time being, but fixing the rate of exchange at 
a low level will not place it on a sounder basis. It 
certainly will not increase the consumption which is 
what is wanted to meet the increase in production. 
Tea-shares are not in favour at present either in 
Calcutta or in the City of London. This has nothing 
to do with the currency, but is due to the idea that 
the supply of tea has for the time overtaken the 
demaud, and that the supply in the near future is 
likely to further increase. 

1727. I suppose you would apply that argument to 
every other industry—that its success or failure 
depends on the law of supply and demand ?— 
Certainly. 

1728. And that the instrument by which the trade 
is carried on, the medium of exchange, cannot affect 
the law of supply and demand ?—Just so. 

1729. Now what do you say about the point that if 
India had been under a silver standard its prosperity 
would have been much greater?—People will say 
that if India had been under a silver standard when 


by the international standard, why not follow the 
logical conclusion of this argument by discarding 
silver and taking to a cheaper medium, paper, or 
copper or cowries ? 

1730. Did the jute and indigo and wheat trade 
suffer with all the other classes in India ?—Yes. I 
pointed that out when I stated that the Bank of Bengal 
rate of interest went into nearly double figures, 
Lately the jute and cotton manufacturers in India 
have had to pay 12 to 14 per cent, interest to carry 
their stocks of raw material. Dundee and Lancashire 
carry 1 heirs at four to five per cent. The stringency 
of money in India is a terrible tax on the trade and 
industries of the country, and on this point every one 
is agreed. 

1731. I have no doubt the other members of the 
Committee who understand the matter better than I 
do will examine you upon the questions of the 
stringency of currency, and how it affects trade, and 
so on. I will only ask you here whether the stringency 
of the money market would, in your judgment, be 
alleviated by a stable exchange ?—By stability in 
exchange and confidence in exchange. 

1732. The Bengal Chamber of Commerce have 
recently passed a resolution with reference to this 
stringency urging the Government to adopt a specific 
policy. What do you say with regard to that ?—They 
urged on the Government the desirability of passing 
the recent Gold Bill to enable the Government to pay 
rupees in Tndia out of thecurrency reserves in exchange 
for gold, deposited in the Bank of England. 

1733. That was a failure?—Well, it was no failure ; 
it was no part of the Government scheme. 

1734. I mean there has been no great amount of 
gold dealt with under that ?—None whatever, but it 
was a measure desired by the mercantile community 
to avert a monetary panic. 

1735. Now there is another point. You have told 
us about the high bank rate. Has that rate been as 
high as the discount in the bazaars ?—No, my 
experience is that the rate of discount in the Calcutta 
bazaars has not been so high as the bank rate. During 
the recent period of stringency I know I had some bills 
to discount and I went and asked the rates for discount¬ 
ing them, and I. was quoted in the bazaar 8 per cent. I 
was quoted by the Bank of Bengal 13£ per cent. I 
did not discount the bills, but those are the quotations 
that were given to me. 

1736. That would imply that the native banker had 
available capital to dispose of ?—No doubt he had 
capital to dispose of at a lower rate than one could get 
from the exchange banks. 

1737. Then do you think that the present monetary 
system of having a varying rate for the rupee and no 
guaranteed minimum is likely, unless it is altered, to 
lead to constantly recurring periods of stringency ? — 
I do, 

1738. Will you just tell the Committee why ?— 
Because the people who have money in England will 
not send their money out to India under the present 
policy. 

1739. Do you mean in the absence of a gold 
standard ?—The absence of confidence—the absence of 
a gold standard. 

1740. I suppose what we have to-day maybe called, 
as a distinguished authority called it, an exchange 
standard; the effect of the closing of the mints has 
been practically to create a standard of Is. 4 d. ? — Yes. 
Through having a maximum rate for the rupee and no 
guaranteed minimum, monetary stringency of the most 
extreme character is bound to recur. The monetary 
stringency is due, in my opinion, to the failure to 
complete the establishment of the gold standard, of 
which the closing of the mints in 1893 was merely 
the first step. With an effective gold standard 
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1742. And you deprecate going to a silver standard ? 
—I deprecate going back to a silver standard. 

1743. You deprecate basing the currency of India 
upon the intrinsic value of silver ?—I do. 

1744. Then what is the other alternative which you 
point out to the Committee?—To Jink the standard of 
India with that of the mother country. 

1745. That is to establish a gold standard ?—To 
establish a gold standard, a standard in which there 
will be confidence, as it is only with such a standard 
that we shall have an influx of fresh currency, without 
which the trade and industries of the country must be 
hampered and strangled. 

1746. Will you state in your own words what you 
think would be the effect of the influx of fresh currency? 
—If my individual opinion is worth anything at all, I 
should like to add that the less gold that is taken by 
India for the establishment of a gold standard the 
better. Her gold indebtedness is paid in exports of 
produce, and anything India does to lead to the 
appreciation of gold will react against her by reducing 
the gold prices of her exports. Advocates of the single 
silver standard have argued for years that it does not 
matter what the rate of exchange was, and that the 
country in order to discharge its gold indebtedness 
would have merely to export the same amount of 
produce in sterling value. The argument, however; 
is only half true, for it overlooks the fact that the 
sterling value of produce in Europe almost invariably 
declined with a drop in the rupee. The curse of the 
silver standard was that, as exchange declined, the 
buyers of Indian produce lowered their gold prices, 
and India had to ship all the more produce in order 
to pay her gold debt. As I have pointed out, the 
opening of the Indian mints would be immediately 
followed by a decline in the rupee to 11 <7. ; and arguing 
from past experience, there can be no doubt that the 
sterling prices of Indian produce would, in such an 
event, fall enormously. One can only speculate on 
the unfortunate results to all connected with India, 
should such a thing take place. If the gold prices of 
Indian produce declined to the same extent with the 
rupee at 1 Id., as they have done in the past with a 
declining exchange, India in order to pay her gold 
indebtedness would have to ship an enormously 
increased quantity of produce, a thing that would suit 
the exporting merchant admirably; or to look at the 
question from the taxpayers’ point of view, there would 
be the burden of the direct annual additional taxation 
of 11 to 12 crores of rupees, to which I have already 
referred, and which would be necessary if the rupee 
went to lid. as against Is. 4 d. 

1747. What would be the effect of establishing a 
gold standard in India, in your opinion ?—The effect 
would be, in my opinion, to stop the lowering of gold 
prices of Indian produce. Other countries that have 
depreciating standards may follow this course, but with 
India out of the race to amass wealth in a depreciated 
standard, there would be one competitor the less—and 
perhaps the greatest sinner in that respect—to reduce 
the gold prices of produce. The world has declared 
for gold, and, when all countries are on a gold basis, 
gold prices will be regulated solely by supply and 
demand, and will cease to move with the fluctuations 
of silver as compared with gold. 

1748. Do you think that India will be able to 
pay her indebtedness on a gold basis ?—With regard 
to that I should like to point out that given a standard 
in which the world will have confidence, there can be 
absolutely no doubt that the influx of British capital 
into India will be immense, and as there is no question 
that India’s fertility and her immense labour supplies 
give her great advantages over most other countries, 
the result can only be a prosperous India. Can it, I 
ask, be argued that a country, amply supplied with 
capital, whose taxes and prices are on a gold basis, is 
in a worse position to pay her gold debts than a 
country whose capital and taxes are based on a metal 
of fluctuating sterling value, for which there is no 
market outside her own shores ? 


1749. When you use the phrase “ gold standard,” 
do you favour the proposals of the Government of 
India, or do you favour any other proposals which 
have been made in India for establishing a gold 
standard, or do you favour what was the view of Lord 
Welby and Lord Parrer upon the Currency Com¬ 
mission of 1893—the absolute convertibility of the 
rupee ?—I think that the rupee should be made 
convertible as soon as it can with safety be made 
convertible. 

1750. That is rather a wide mai'gin. I suppose 
you mean by that that, a gold standard being established, 
the rupee then should become purely token currency ? 
—Yes. 

1751. But a token currency convertible as the 
silver currency of this country is convertible ?—Yes. 

1752. Would you put any limit upon its legal 
tender ? At present silver is an unlimited legal 
tender in India ?—Yes. 

1753. Do you think it would be possible to alter 
that ?—I should not alter it. 

1754. You would leave that alone?—I should leave 
that alone. 

1755. Then what would you propose next, that a 
definite quantity of rupees, or that rupees required 
only for exchange purposes, should be made con¬ 
vertible ?—My point is that it is necessary to give 
confidence to the standard of India, and in order to 
do so, I say the only way is by making the rupee 
convertible. 

1756. Of course, that involves a great, or at all 
events a considerable, diminution in the amount of 
rupees in circulation ?—Not necessarily. 

1757. You would not contemplate the opening of 
the mints ?—No. 

1758. Then, closing the mints, at once admits the 
principle of restriction ?—-Undoubtedly. 

1759. How would you carry that out ?—The 
question of convertibility ? 

1760. Yes ?—That is a scheme I should like to 
leave to the very best expert opinion. 

1761. But we are regarding you as an expert#— 
I do not profess to be that. I profess to know what 
effect the balance of trade has had upon the exchange 
of India, but I am not a currency expert. 

1762. Now the every-day transactions of India, I 
suppose, in purchases and sales in the bazaars, and the 
payment of wages, and the buying of food, and other 
matters, are all small in amount?—Very small. 

1763. I mean, as compared with similar transactions 
in this country ?—Yery small. 

1764. And I suppose, whatever step was taken 
with reference to standard, the popular currency must 
be of a very small value ?—Quite so. 

1765. Assuming the absolute convertibility of the 
rupee into gold, and vice versa, could gold be used 
in the daily transactions of India to any extent ?— 
No, it could not. 

1766. I suppose that even in a great many trans¬ 
actions in India silver is not used ?—Copper is used, 
and cowries are used. 

1767. Have you any idea in your own mind as to 
the proportion of currency that is in the circulation— 
whether copper is very much behind silver in volume 
or approaches it ?—I do not think the Government of 
India copper coin is used to any very great extent. 
The copper coins I see mostly in the bazaars are what 
are called dubs. 

1768. Is the rupee the smallest silver coin in India, 
or are there smaller coins ?—We have the half rupee, 
4 annas, and 2 annas. 

1769. All in silver ?—All in silver. 

1770. An anna is equivalent to a penny ?—Yes. 

1771. And you have a silver coin as low as 2c??—- 
Yes. 

1772. You have no higher silver coin than the rupee ? 

—No. 

1773. When there was a gold currency, as there 
was up to the time of Lord Dalhousie in India, what 
was the highest gold coin then ?—The gold mohur. 
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1774. What was the value of that ? 

(Sir D. Barbour .) Sixteen rupees; it was coined 
at 16 to 1. 

1775. (Chairman.') Then from all this we may 
gather that your opinion would he that even if there 
was a gold standard there would not he a large amount 
of gold required for internal use ?—Just so. 

1776. I suppose the larger amount would he 
required for adjusting exchange ?—For adjusting the 
balances, yts. 

1777. Now, how would the establishment of such a 
standard affect cither the London markets or the 
general markets of the world, having regard to the 
production of gold in the world, and the amount that 
would be absorbed in India ?—People say that the 
British Government are not so foolish as to give a 
guarantee to the convertibility of tiie rupee, because 
there would be no end to the demand for gold or for 
gold bills on London by Indian speculators. 

1778. What is your answer to that ?—I think that 
that is a complete mistake. It is not the practice of 
speculators to buy anything when at its maximum 
price, and the gold bills will only be sold by Govern¬ 
ment when exchange is at its lowest, that is to say, 
when gold is at its top price. 

1779. You assume, that they would only part with 

the gold when it was at its maximum value ?—I say 
it is not the practice of speculators to buy anything 
when at its maximum price, and the gold bills will 
only be sold by Government when exchange is at its 
lowest, that is to say, when gold is at its top price. 
Remitters for purposes other than speculation in gold 
or exchange- 

1780. That would be, the ordinary merchants?— 
The ordinary merchants might buy the gold bills to 
a large extent at times, but it is to be recollected that 
every million sterling remitted in this way would 
mean the withdrawal from Indian circulation of a 
crore and a half of rupees, and as this curtailment of 
circulation rends to increase the supply of trade bills 
and„ diminishes the demand for remittance, remitters 
would be driven by the “ logic of events ” sooner or 
later to abandon the business. Personally I think a 
guarantee of the convertibility of the rupee should be 
given by the British Government. I say that because 
there is a disposition in some quarters to decline to 
allow India to have a gold standard, for the sole reason 
that it may upset the London money market. If 
India desires to have as the basis of her currency 
system a standard which is acknowledged to be the 
basis of Great Britain’s commercial supremacy, Great 
Britain, while refusing the gold necessary to make 
India’s gold standard effective, cannot, in justice to 
India, also refuse to give that guarantee of converti¬ 
bility which for the purposes of the Indian currency 
system would be as good as gold. 

1781. I do not quite understand wliat you mean by 
guarantee ?—Guaranteeing the convertibility of the 
rupee. 

1782. But in what shape or form? Let me put 
an illustration. The British Government does not 
guarantee the convertibility of the shilling ?—But the 
shilling is practically convertible; it passes from hand 

to hand. 

1783. But that is under no guarantee of the Govern¬ 
ment ?—Still there is confidence in the currency of 
England, and therefore the shilling is passed from 
hand to hand. 

1784. Is not that rather owing to the fact that 
there is a limit to the supply of shillings ? Let me 
put it in this way : The convertibility of our silver 
currency would go to-morrow if there was an 
unlimited coinage of it. You are probably aware tiiat 
no one has a right to take a bar of silver and have it 
coined at the Mint; the Bank of England have no 
such right. The Government only coin what, acting 
under the advice of the Bank cf England (which is 
the best advice, of course, they can get), they consider 
necessary for daily use. Its convertibility does not 
depend on the Government guarantee, it depends on 


there being as many people wanting shillings for the 
purposes of our daily business as there, are shillings 
to be had, and the fixed value of that shilling is the 
twentieth part of a sovereign ?—Yes. 

_ 1785. Now just apply that to India. The Bank of 
England, when it issues a 51. note, guarantees that 
there are five sovereigns behind it, and it is bound to 
pay five sovereigns for a 51. note, but the bank 
guarantees nothing with regard to silver ?—1 quite 
understand that. 

1786. Now just apply those principles to India?— 
It wouid be impossible ior any Government to 
guarantee convertibility if the mints were opened to 
the free coinage of silver ; but if there is a restriction 
on the coinage of silver, I do not see myself why 
the convertibility should not be guaranteed. It would 
not be possible with open mints. 

1787. That we are agreed upon. Now let us take 
the argument a step further. Assuming a restricted 
volume of silver currency, how does the guarantee 
come in ? Is the Government to bo bound to give to 
everybody who tenders them 15 rupees a gold 
sovereign ?—I should suggest that it is the only way 
to make the gold standard effective. 

1788. I want you to explain that to the Committee P 
—All economists without doubt are agreed that 
exchangeability at a fixed rate will alone give fixity of 
exchange. 

1789. But I do not see where it is accompanied by 
a guarantee ? I do not think any country guarantees 
convertibility, but there is practically convertibility in 
most countries. For instance every person who sends 
gold to France knows that he will get it back. 

1790. But if you present a cheque on the Bank of 

France they are not bound to pay it in gold ?_No. 

1791. The silver received is practically of no 

advantage for the purpose of remitting ?_No. 

1792. Then will you apply that to India ?—All I 
say with regard to India is that the capitalist ought 
to lx; put in a position, if he remits 1,000 sovereigns 
to India, to be certain of getting them back again. C 

1793. I do not want to reopen that argument. I 
agree with you there for the purposes of this exami¬ 
nation, but I want to see how that practically can be 
carried out ?—That is a thing I cannot give evidence 
upon, because., as I say, I am not a currency expert. 

1794. But I want to deal with you as a practical man 
of business. Is not the mode in which it is carried 
out in all the countries of the world by the supply of 
token silver currency being not in excess of, but equal 
to, the demand ?—Yes. 

1795. That is what regulates it ?—Y"es. 

1796. If you can suddenly flood any country with 
silver token currency—flood it far beyond the demands 

of the people—then your convertibility is gone ?_ 

Certainly, 

1797. Now will you give us your opinion as to what 

you think the rate of convertibility should be?_I 

think it would be a mistake to alter the present rate 
of Is. id. 

1798. I want to know why. If there were three 
propositions before the Committee—oue to have the 
rupee at Is. 2d., another to have the rupee at Is. Ad. 
and another to have the rupee at Is. Qd., which of 

those three should you favour, and why ?_I should 

favour the Is. 4c?. rate. 

1799. Why ?—Because in the first instance I think 
prices iu India have adjusted themselves to the rate 
of Is. 4c?. 

1800. You think they have ;—I think they have, 
in the way of contracts for exports and imports. 

1801. And wages ?—Wages have not moved. 

1802. You think not?—I think not. 

1803. Have you anything else to say upon that ?— 

I think if the Is. 4c?. rate were abandoned, say, for 
is. 3d., people would at once say that the Govern¬ 
ment of India had given way in the matter of their 
rate; and if they lowered it to Is. 3d. it might go 
down to Is. 2d., and if it went down to Is. 2d. it 
might go down lower still. The result of lowering 
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the rate from Is. \d. to Is. 3 d. or Is. 2d. would be, I 
think, to destroy all confidence in the ability of the 
Government to maintain the rate which they fixed 
for the standard. 

1804. There is a great deal more discrepancy, you 
know, in the value of the English shilling—its cir¬ 
culating value and its bullion value—than there is in 
the rupee. Taking the rupee now at Is. 4 d., its 
intrinsic value, I think Mr. O’Conor said, was 10t/. 
Then, I think, the value of the shilling is 5 \d. That 
is a much greater discrepancy ?—Y es. 

1805. Will you read to us what you said on the 
21st January last, in the Viceroy’s Council, as to the 
position of the Government of India with reference to 
exchange ?—My remarks were as follows :—“ My 
“ Lord, I hold in my hand a statement which shows 
« the amount of money which would have been saved 
“ if the rupee had been maintained at Is. 4 d. during 
“ the financial years of 1894-5,1895-6, and 1896-7.” 

1806. You will put in that statement ?—Yes. (The 
witness subsequently put in the following state¬ 
ment :—) 

Statemknt showing the Amount of Money which 
would have been saved if the Rupee had been 
maintained at Is. 4 d. during the Financial Years 
1894-95, 1895-96, 1896-97. 

Council Bills. 


Year. 

Amount 

drawn. 

Actual 

Exchange. 

In thousands of llupees. 

Exchange 
at Is. 4 d. 

Difference in 
Exchange. 

1894- 95 

1895- 96 

1896- 97 

30,96,99 ! 

31,08,54 

25,78,70 

14,06,48 | 

13,42,09 

10,26,05 

10,32,33 

10,36,18 

8,59,57 

3,74,15 

3,05,91 

1,66,48 


Exchange Compensation Allowance. 


Year. 

Actual . 
Charges. 

Average Bate of 
Year. 

Esti¬ 

mated 

Amount 

at 

Is. id. 

Differ¬ 

ence. 

1894-95 

1,24,96 

Is. l^d. = 16-637°/ 0 

46,94 

78,02 

1895-96 

1,33,82 

is. l-&y. = 17-930°/ o 

46,64 

87,18 

1896-97 

94,33 

Is. 2-frd. =12-905°/ o 

/ 

45,68 

48,65 


Pay of British Soldiers. 


Year. 

Actual Rate 
of Exchange 
fixed. 

Deficiency 
from 1 

Is. id. 

Estimated 
Saving in 
Expenditure. 

1 

1894-95 - 

Is. l|-d. 

2 id. 

37,84 

1895-96 - 

Is. ljd. 

2 (d. 

49,38 

1896-97 - 

Is. 1 \d. 

2 Id. 

44,25 


The savings may be taken at the following 
amounts :— 


Year. 

Council 

Bills. 

Exchange 

Compensation 

Allowance. 

Pay of 
British 
Troops. 

1 

j Total. 

1894-95 - 

3,74.15 

78,02 

37,84 

4,90,01 

1895-96 - 

3,05,91 

87,18 

49,38 

4,42,47 

1896-97 - 

j 1,66,48 

48,95 

44,25 

2,59,38 


Summary. 

Rs. 4,90,01,000 
„ 4,42,47,000 

„ 2,59,38,000 


Es. 11,91,86,000 @ Is. 4d.= 7,945,733b 
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The saving which would have been made on Council 
bills in exchange compensation allowances and on the 
pay of British soldiers in these three years, would have 
been 11*910 crores of rupees, which at Is. 4 d. exchange 
is equal to 7,945,000 1. That would have been the 
saving in the three years. “ This sum would have paid 
“ interest on a conversion fund of 88,000,000/. sterling, 

“ which is equal to 132 crores of rupees. Mr. F. C. 

“ Harrison, who is an authority on the subject, 

“ estimates the total rupees in circulation at 120 
“ crores. While giving these figures I have no 
“ intention of hazarding an opinion as to what sum 
“ is required to for an adequate conversion fund. I 
“ think it sufficientto point out that one of two things 
“ must be faced:— (a) either an automatic machinery 
“ which will fix exchange, and may cost something, 

“ or (b) a decline in exchange. Which of these 
“ courses, I would ask, would be the more costly ? It 
“ is- needless to ask which is the more beneficial. It 
“ is argued that it is impossible to estimate to what 
“ extent a conversion fund would be drawn upon, and 
“ that, therefore, the amount required to form a con- 
“ versionfund is indefinite. Equally indefinite is theloss 
“ which will be occasioned by a decline in exchange. 

“ The cause is precisely the same in both cases. The 
“ unfavourable balance of indebtedness that would 
“ lead to large demands on a conversion fund, would 
“ equally cause a decline in exchange. The figures 
“ which I have given would seem to show that it 
“ would be better in the interest of the finances of 
“ India to fix on a sound conversion scheme than 
“ to continue the policy of waiting with all its un- 
“ certainties, the disastrous fluctuations in exchange, 
“ and its periods of excessive monetary stringency.” 
That is the position which I put before the Viceroy’s 
Council. 

1807. Have you anything to add to it to-day ?—I 
have merely to add that Sir James Westland gave no 
answer to it, I think my argument was unanswerable. 
I would add here that the uncertainty caused in the 
matter of taxation by the constant fluctuations in the 
rupee—more especially by the constantly downward 
course of the rupee, wliichuneant steadily increasing 
taxation—was a grave political danger in India. 

1808: Do you think it is possible now to impose 
additional taxation in India at the present time ?—I 
believe it is not possible to impose any great additional 
taxation without the chance of serious political trouble 
in India. 

1809. And I suppose I may ask you if it was the 
general opinion, both of the Indian Government and 
the Indian commercial community, that the imposi¬ 
tion of the import duties of 1894 was an absolute 
necessity oh public grounds as well as on financial 
grounds ?—Yes. 

1810. Was it a matter, as I told the House of 
Commons, of public safety as well as financial 
necessity ?—Yes. 

1811. (Lord Balfour of Burleigh.) There are two 
points that I should like to clear up for my satisfac¬ 
tion. You said, early in the course of your evidence, 
that it is a well-known fact that the exchange banks, 
without exception, have remitted their capital to 
England, because they distrust the silver standard. 
Will you give me the year to which you refer in which 
those transactions took place ?—I think in the year 

1893 some of the banks remitted their money; in 

1894 some of the banks remitted their money. I 
know that one bank remitted its money last year. 

1812. What was the process—how was it done?— 
I suppose they bought bills of another bank or bought 
mercantile bills. 

1813. But you put it as a well-known fact and so 
indisputable that I thought you would be able to tell 
us of your own knowledge how it was done ?—In the 
ordinary way in which any remittances are made. If 
I wanted to remit 10,000/. from India, I should buy 
10,000/. worth of bills from one of the banks, and 
send them to my agent in London. I suppose that is 
the way in which it would be carried out. 
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1814. Was- ft announced at the time that they did 
it, 6r how did you acquire the information?—I have 
sees it in bank reports and I have been told by bank 
managers. 

1815. Will you put in (I do not mean now, but 
wheh you correct your evidence) some of those 
reports ?—I think I can do so. The witness subse¬ 
quently put in the following :— 

(1.) Extract from the Fifty-third Report of the 
Directors of the National Bank of India, dated 
27th February 1894 “ In view of the recent fall 

“ fn Indian exchange, and the great uncertainty as 
« regards the future, the directors believe it will be 
“ satisfactory to the shareholders to know that the 
M rupee capital was brought home from India before 
“ the fall occurred at an average rate of Is. 3§ d. per 
“ rupee, so that the whole of the bank’s capital is 
“ now held here in actual sterling, and is conse- 
“' quently no longer liable to be affected by exchange 
“ fluctuations.” 

(2.) Extract from the Report of the Directors of 
the Agra Bank, dated 8th March 1897 :—“ It will be 
“ seen from the balance sheet that at 31st December 
“ last half of the bank’s capital had been converted 
“ into sterling. Your directors are pleased to notify 
“ that the conversion of the remaining half has been 
“ fixed during the current half year.” 

1816. I think you say, and, probably most people 
would agree, that capitalists will not risk their capital 
unless they see a chance of getting back their capital 
when they want it ?—Quite so. 

1817. But you gave as an exception (in which I 
think everybody will also agree) that the thing which 
would tempt them would be the certainty of getting 
a high rate of interest ?—Yes. 

1818. What rate of interest do you point to as 
sufficient to tempt capitalists to risk their money in 
that way ?—I think 10 per cent. 

1819. But they have been paying more in India, 
have they not ?—On industrial concerns ? 

1820. Yes?—Some industrial concerns have paid 
more and others less. 

1821. The bank rate you say has gone to double 
figures—up to 13£ per cent. I think you said ?—12 
per cent. I think. 

1822. That is not enough to tempt capitalists, you 
think. ?—No. I do not think it is, because people do 
not know at what rate they will get their capital back. 

1823. You said that a high rate of interest would 
tempt them; I understood you to say just now that 
10 per cent, would be enough ?—10 per cent, as a 
permanent investment. The bank rate is only 
temporarily 12 per cent., at all events we hope so 

1824. But can you tell me what the average rate 
round the year is, either in Calcutta or Bombay, for 
loans on good security ?—That is a question that it is 
difficult to answer owing to the monetary stringency 
of the last two years : but I should think anyone send¬ 
ing out money to India during the last two years would 
have got an average of 8 per cent, on undoubtedly 
good securities. That is a rough guess. 

1825. You stated, I understand, in answer to the 
Chairman, that every independent nation had 
discarded a silver currency ? — Yes. 

1826. Is that 60 ?—Excepting Mexico. 

1827. There maybe something about the expression 
“independent nation.” I do not know whether in 
recent times I should call China an independent 
nation ?—I do not think China is quite a silver 
country. Her mints are not open to the free coinage 
of silver. 

1828. What is your definition of an independent 
nation that lias discarded her silver currency ?—An 
independent nation I should say is a nation that has 
got absolutely free control of its own affairs. 

1829. But China is an example which breaks down 
your proposition ?— I should say China is not a 
civilised nation. 

1830. Then I am to put in “ civilised ” nation?— 
Yes Besides, I think I am right in saying that 


China is not exactly on a similar basis. It is not a 
country with open mints. 

(Sir A, Dent.) There was no mint at all until 
a short time ago in China, and they coin now 
copper cash. 

1831. (Lord Balfour of Burleigh.) In the course of 
your examination by the Chairman considerable 
reference was made to the opinion of those who are 
interested in tea and their desire to have a low ex¬ 
change, or as you correctly, I think, put it, a falling 
exchange, on the ground that they got more rupees 
for the sovereign in respect of the produce which 
they delivered in this country, and you then went on 
to say that wages had adjusted fhemselves ?—Wages 
ought to adjust themselves. 

1832. You did not commit yourself to the opinion 
that they did adjust themselves?—I think 1 have 
committed myself to the opinion that wages have not 
altered in India so far. 

1833. So that to that extent, for what it is worth— 

I do not say that it is worth everything that is put 
upon it—the advantage to the producer of getting 
more rupees for his sovereign, is a considerable 
advantage to him ? — It is an advantage as far as 
labour is concerned, but I wanted to point out that 
in connection with the tea garden coolie, the tea 
garden coolie, who is under what is called Act 1, has 
got to get so many mnunds of rice from the tea 
garden employing him at a fixed rate. The fixed 
rate is, for example, Rs. 2/14—'at all events it is a 
very much lower rate than the rate at which rice can 
be bought now, and the tea garden proprietor has 
probably to pay Rs. 3/14, or perhaps Rs. 4/14 per 
maund for his rice, and in that way he loses so 
much of the apparent gain that he makes by a low 
exchange. 

1834. My object in putting the question was this : 

I wanted to find out whether in your opinion wages 
did or did not adjust themselves. If rice costs more, 
wages did adjust themselves ?—Yes, that is as regards 
certain coolies. All coolies are not under Act 1; 
some are under other Acts, and the tea garden pro¬ 
prietors have not got to pay these coolies in rice, 
and as far as I know they do not pay the coolies any 
more than they did. I think myself wages have not 
moved in India. 

1835. Not at all during the period when the rupee 
was at its lowest ?—I think not. In connection with 
skilled labour prices have advanced. I am referring 
to labourers such as the weavers in the jute mills. 
That is another matter, 

18315. At a later period of your examination you 
use the expression that the rupee should be made 
convertible as soon as it could be made convertible 
with safety ?—Yes. 

1837. What is the test of safety which you would 
apply ? — That there should not be a breakdown ; 
that if Government undertake convertibility they 
should so arrange it that there shall not be a break¬ 
down in the scheme. 

1838. I want to elicit from you what is a test 
which would in your opinion make it safe for the 
Government to take the particular course which you 
recommend ?—The Government would have gradually 
to acquire a stock of gold. 

1839. May I ask what stock of gold would make it 
safe?—That is a point I should like to leave to 
currency experts. 

1840. You say it would be safe for the Government 
to give the guarantee which you suggest of the 
absolute convertibility of the rupee because, as you 
expressed it the option would remain with the 
Government. The passage in your evidence that I 
havo in my mind, is this: “ People say that the 
“ British Government are not so foolish as to give 
“ this guarantee, because there would be no end to 
“ the demand for gold or for gold bills on London 
“ by Indian speculators. That is a complete mistake. 
“ It is not the practice of speculators to buy anything 
“ when at its maximum price, and the gold biUs will 
“ only be sold by Government when exchange is at 
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“ its lowest.” I do not want to put words into your 
mouth that you did not use, but I took down your 
words at the time You said that this in effect would 
give the Government the option when it would and 
when it would not sell gold bills ?—I think if the 
rupee was convertible you would always have to be 
prepared to sell gold for rupees. 

1841. That was the next question I was going to 
put to you. Therefore, the option would not remain 
with the Government ?—No. 

1842. Therefore, if anyone took it into their heads 
to demand gold, having rupees to give for it, the 
Government would be obliged to accommodate them ? 
—Yes. 

1843. Is that a position which you think would be 
safe for the Government of India?—Only with a 
sufficient guarantee—a sufficient gold reserve. They 
could not do it without that. 

1844. You will not commit yourself as to what 
would be a sufficient gold reserve ?—I cannot say. I 
should not like to hazard an opinion. 

1845. ( Sir £). Barbour.) You referred to a depre¬ 
ciating standard, what do you understand by a depre¬ 
ciating standard ?—A depreciating standard is one 
under which the rate of exchange is constantly 
declining. 

1846. The rate of exchange with what?—With 
gold. 

1847. You take gold as absolutely stable ?—Yes. 

1848. Do you know that some people say that gold 
is an appreciating standard ?—Yes. 

1849. And you know that gold prices vary ?—Yes. 

1850. And also you know that silver prices have 
latterly tended to rise very much ; there has actually 
been a rise in silver prices ?—Yes. 

1851. So that with reference to commodities gold 
has appreciated, and with reference to commodities 
silver has been depreciating in recent years ?—Yes. 

1852. Then, I think, the first evil of the present 
state of things, which you call the transition state, is 
the fluctuations in the value of the rupee ?—Yes. 

1853. Are they greater than before the mints were 
closed ?—I should think they have been rather greater 
than before the mints were closed, except in 1890. 

1854. That was an exceptional year altogether?— 
No doubt. 

1855. But now they are rather worse ?—Rather 
worse and more unexpected. 

1856. The next evil is the high rate of discount ?— 
High rate of discount. 

1857. Are those the two evils of the present day ?— 
Those are the two. 

1858. There is no other that you are aware of. I 
do not suggest that there are any others. I merely 
ask whether any others have come to your notice ?— 
Those are the two great evils. 

1859. Of course, the high rate of discount to some 
extent tends to correct itself; that is to say, money 
becomes more profitable in India, and people for the 
sake of a high rate of discount are more likely to send 
money there ?—But they do not, as then; is no con¬ 
fidence in the standard. 

1860. That is on the other side, but the high rate 
of discount would induce people to send money there ? 
—It ought to do. 

1861. I suppose the banks have raised the rate on 
fixed deposits ?—They have. 

1862. And if there was money to be had in the 
bazaars at 8 per cent, it is possible that some of that 
money would be attracted to the banks. That would 
be the tendency, would it not ?—I do not think the 
natives lend money to the banks. I mean the bazaar 
money does not go to the banks. 

1863. If you can only get 8 per cent, in one street 
in Calcutta, and you can get 12 per cent, in the next 
street, the chances are that some of the 8 per cent, 
money would flow to the other street; that would be 
the tendency ?—Yes. 

1864. You are aware that there has been a rise in 
exchange from 1894 to 1898, that is taking it year by 
year?—Yes. 


1865. What do you think is the cause of the rise ? 
—I think that is due to the gradual contraction of the. 
currency. 

1866. I do not know whether you would ,expect the 
contraction of the currency to cause a fall in prices ? 
—A fall in rupee prices ? 

1867. A fall of rupee prices ?—I think it would. 

1868. One theory of the economists is this, given 
a certain rate of exchange and a fall in pripes, it at 
once becomes more profitable to export, and less pror 
fitable to import, the rate of exchange being the same, 
therefore the rate of exchange turns in favour of the. 
country where prices fall. That is the common 
theory. Now do you know any way in which the 
contraction of the currency would affect the ,rate ( of 
exchange otherwise than by lowering prices in India ? 
—I do not think I do. 

1869. Have prices fallen in India ?—Prices have 
not fallen so far. 

1870. That makes it difficult, to see how the 
contraction of the currency could have caused the rise 
in exchange ?—The two last years I may say have 
been abnormal years. It is difficult to talk about 
prices now, because I think, as I say, we are still in a 
transition state. 

1871. It is very difficult to deal with prices in 
India; some rise and some fall, but I want to point 
out this. It is commonly considered that contrac¬ 
tion of the currency causes a fall in prices, and 
that the fall in prices causes a rise in exchange, but 
you say that so far in India you cannot point to that 
fall in prices?—No. 

1872. Now do you think the exchange will continue 
high under present conditions, I mean present con¬ 
ditions as regards the gold standard ?—-I think the 
exchange must continue high. 

1873. You think it will continue high ?—It must 
continue high. 

1874. Why ?—On account ol'the contraction of the 
currency. 

1875. You have no doubt that the present rate of 
exchange will be maintained ?—I think so. 

1876. There is no fear of a fall?—No, so. long as 
export -business is going on to a moderate extern. 

1877. Will the time come when exports will not 
go on to a moderate extent ?—Well, take the ease of 
a famine, for instance, which I hope we shall not see. 
With exceptions of that- kind I do not see why export 
business should not go on, 

1878. You have no fear about any fall of exchange ? 
— Not at present. 

1879. 1 do not know what you understand by the 
words “ at present.” Are you satisfied that the con¬ 
traction of the currency has now brought the exchange 
to a point at which it is likely to remain permanent ? 
—I think that is so. 

1880. Would you as a business man have sufficient 
confidence in the exchange to send your money out to 
India to get this high rate of discount ? You say you 
are confident that the exchange will remain permanent. 
Have you sufficient confidence to send your own money 
out ?—Yes. 

1881. And you have only to persuade people into 
having the same confidence and their money will go 
to India?—Yes. Of course you have against Indio the 
possibility of the exchange going down, but I do not 
see myself how exchange would go down under the 
present policy. 

1882. You say another famine might cause 
exchange to fall ?—Yes, because there are fewer 
exports to go forward in a time of famine. 

1883. How do you account for the fact that the 
exchange rose last year though there was a famine ? 
—During that period the Government had to expend 
a great deal of money on the famine and for war 
purposes. 

1884. But were exports stopped last year ?—rl think 
to a great extent. 

1885. Then how did the exchange keep up if exports 
were stopped last year ?—Well I think it was the 
reduction in the sales of Council bills. 
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1886. Larger sales might put the exchange down ? 
—Yes. 

1887. And shorter sales put it up ?—Yes. 

1888. Do you think the proposals of the Govern¬ 
ment of India as to melting down of rupees would 
affect exchange ?—You mean the recent proposals of 
the Government of India ? 

1889. Yes, I am referring to the recent despatch ?— 
Personally I do not like the idea of melting down 
rupees. 

1890. I do not imagine that anybody likes the idea 
very much ; but would you approve it in all the 
circumstances of the ease ?—It depends very much 
whether the currency is redundant or not. 

1891. How would you test the redundancy ?—That 
is very difficult to answer. 

1892. Then you do not approve or disapprove. 
You do not like melting down rupees, but you are 
not prepared to say that you disapprove of these 
proposals ?—I disapprove of these proposals if the 
currency is not redundant. 

1893. But you are not prepared to say whether the 
currency is or is not redundant?—No. 

1894. If the exchange is now at Is. Id., and likely 
to remain there permanently, currency can hardly be 
described as redundant ? —Quite so. 

1895. You talked in a part of your evidence of the 
uniformity of value of the standard. I do not know 
exactly what you mean by that?—I did not use that 
phrase. 

1896. I suppose you admit that uniformity of 
value is impossible in anything ?—Yes. 

1897. Now as regards the argument that the stan¬ 
dard that was not good enough for Messrs. Kalii 
Brothers and the. exchange banks, was not good 
enough for India. I believe the Presidency banks 
have their capital raised in rupees ?—Yes. 

1898. And they have never transferred to a gold 
basis ?—No. 

1899. And on the whole they have been doing very 
well ?—Yes. 

1900. And the native bankers whose capital is in 
rupees have never shown any tendency towards a 
gold basis ?—No. 

1901. It is very much a question of whore the 
capital is raised. If you raise your capital in gold you 
do not want to put it into rupees, which may fall 
in value, but if you raise it in rupees you feel pretty 
safe ?—Yes. 

1902. Before 1873 there was confidence in silver ? 
—I understood so. I cannot go so far back. 

1903. Do you know if before 1873 there were these 
high rates of discount in Calcutta ?—I cannot tell 
you. 

1904. You do not happen to recollect the very 
high rate of discount at the time of the American 
cotton famine ? 

(Mr. Campbell .) It rose tremendously then. That 
was in 1865. 

( Sir D. Barbour.) You do not happen to remember 
that ?—No. 

1805. I thought you might have read of it?—I 
think I have. 

1806. How about capital going to India ? Capital 
of course may go to India for a great many purposes, 
but I think we may roughly classify the remittances 
of capital to India into two categories : capital for bank¬ 
ing purposes, to be used for buying bills lent out for 
5 or 6 months and coming back again, and capital 
for the purpose of investment in tea gardens or jute 
mills. The capital that goes out for the purpose of 
investment in tea gardens or jute mills becomes fixed ? 
—Yes. 

1907. And in the case of capital that goes out for 
banking purposes it remains in Calcutta or Bombay;. 
it is lent out and comes back ?—Yes. 

1908. Now it is quite possible that a low exchange 
might make it exceedingly profitable to send out 
money for investment in tea gardens. And that 
might be sufficient to overcome the reluctance of 
people to put their money into silver ?—Yes. 


1909. But that cause would not operate in the 
same way in the case of money sent out for banking 
purposes ?—No, unless the rate of discount remained 
permanently high. 

1910. You know, of course, that the supply of 
capital in India has always been rather limited, 
especially banking capital ?—Yes. 

1911. And the banks have remitted a great deal of 
their capital away from India—the European banks I 
mean ?—Yes, and also the holders in India. 

1912. The people who are in the habit of placing 
their money on deposit ?—Yes. 

1913. You mentioned the remarkable fact that the 
money in the hands of the natives in the bazaars, the 
native capitalists, seems to be more plentiful, that is 
to say, you were able to get it at 8 per cent. ?—It 
certainly has been lower. 

1914. I am not questioning it in the least. I 
merely ask you if the fact that money was more 
plentiful with them does not corroborate the statement 
that money has been sent by the European banks out 
of the country ?—Yes, it does. 

1915. The bank of Bengal has a capital of 
Ex. 2,000,000. The closing of the Indian mints did not 
reduce the capital of the Bank of Bengal in any way. 
It lent out its Ex. 2,000,000, and got them back 
again and lent them out again ?—Yes. 

1916. So that all that money is still available in 
the Bank of Bengal ?—Yes. 

1917. And if there was any exchange bank which 
had its capital there in whatever form in Calcutta, and 
continued to use it in Calcutta for banking purposes, 
the closing of the mints would not have reduced the 
available capital by a single rupee ?—Not the capital 
of the bank. 

1918. Nor would it have reduced the capital that 
was made available to the banks by means of fixed 
deposits, unless of course a depositor withdrew his 
deposit?—Just so. 

1919. But whatever capital was available at, the 
closing of the mints remains there still unless it has 
been lost or remitted out of the country ?—1 think so. 

1920. The closing of the mints does not affect the 
actual existing supply of banking capital. It is 
possible that there may be less accumulation of new 
capital ?—It affects banking capital in this way. The 
capital of the exchange banks has been remitted out 
of the country. 

1921. But the mere closing of the mints by itself 
does not reduce the amount of the banking capital that 
was available in India at the time the mints were 
closed. If it is followed by remitting out of India, 
that, of course, is a different thing ?—Just so. 

1922. You mentioned that banks were afraid to 
remit silver to China, but do not they in point of fact 
send their silver to China ?—Well, I got my in¬ 
formation from two bank managers in Calcutta—that 
the banks in London were afraid to send capital to 
China in the form of silver. 

1923. But silver does go there?—Oh yes, but not 
to a sufficient extent. 

1924. We had evidence to the effect that there was 
a very great deal of silver in Bombay, all of which 
went out to Singapore and the East, and in that 
direction. There is much more than there used to 
be ?—Yes, but I am speaking of the present time. 

1925. This bask friend of yours said the banks 
were afraid to send silver to China, but, in point of 
fact, silver has been going largely into China ?—Yes, 
but it may not have gone in sufficient quantities for 
the development of Chinese industries. 

1926. I suppose the large exports of wheat this year 
from India are very largely due to the high prices in 
this country ?—I should say entirely due to the high 
prices in this country. 

1927. There was a good crop in India ?—A wonder¬ 
fully good crop. 

1928. And an unusually high price here ?—Yes 

1929. Now you said that every independent civilized 
nation is adopting a gold standard, or has been moving 
towards a gold standard ?—Yes. 
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1930. You also say that the establishment of a gold 
standard in India might have a serious effect in the 
way of appreciating gold ?—I did say that; not a very 
severe effect. 

1931. Of course, if that is the case, the large 
accumulation of gold by Russia has appreciated gold ? 
—Yes. 

1932. And the same thing has happened in the case 
of Austria?—No doubt. 

1933. Do you not think that, if there was any 
serious apprehension of that appreciation of gold, the 
proper course for the nations to adopt would be to 
cease to accumulate gold ? If it is really the case that 
the establishment of a gold standard by India introduces 
a serious appreciation of gold, would it not be advisable, 
not only for India but for other countries, to think 
twice about extending the gold standard ?—To India ? 

1934. To any country ?—A country will not 
establish a gold standard if she does not wish to do so. 

1935. The less gold she takes the better. Take the 
ease of Russia. Russia had a large amount of gold to 
pay ; she is a debtor country; she has accumulated an 
immense quantity of gold. Do you think she is wise 
in doing that ?—I think that is the only standard she 
has. 

193G. But if extending the standard introduces a 
dangerous appreciation of gold, it could hardly be a 
satisfactory standard ?—-It is a better standard than 
silver. 

1937. It is a choice of evils ?—It is a choice of 
evils. 

1938. You said that as the rupee fell, gold prices 
fell?—Yes. • 

1939. Do you mean more than that the two things 
were simultaneous or closely related to each other ? 
Would it be possible to argue, for instance, that it was 
the fall of gold prices that brought about the fall of 
the rupee ?—I should say it was not. 

1940. If gold prices in England fell, from whatever 
cause, that would cause a fall of the rupee, would it 
not ?—Not necessarily, I think. 

1941. You think not?—No. 

1912. Now take this case. A man buys 1,000 
rupees’ worth of wheat, and he can sell it in England 
for 100/. Then the exchange at that time would be 
1,000 rupees against 100/., 10 rupees to the £ ? —Yes. 

1943. Supposing that owing to the abundance of 
wheat the price of wheat falls to 50/. and he buys 1000 
rupees’ worth and sells it at 50/., and the exchange is 
only 20 rupees to the £. In that case would not the 
fall ill the price of wheat lower the value of the 
rupee ?—I cannot quite follow that. 

1944. If you can buy 1000 rupees’ worth of wheat 
in India and sell it in England for 100/. you get 10 
rupees for u pound ?—Yes. 

1945. If you can only sell it for 501. then you only 
get a sovereign for 20 rupees ?—Yes. 

1916. The exchange has fallen ?—Yes. 

1947. That is a case, is it not, in which a fall in 
the gold price of wheat, other things being equal, 
produces a fall in the gold value of the rupee. I do 
not think there is anything unusual in that. It is 
what the books generally say ?—Well, I do not quite 
follow it. 

1948. Then you said that the Government of India 
had fixed Is. 4 d. as the rate of conversion. H : the 
Government of India ever committed themselves to 
that rate ? Are they bound to it ?—The Government 
of India declared that they would exchange rupees for 
gold at Is. 4c/. 

1949. They did that, but was not that merely a 
provisional measure ?—I think it was. 

1950. It was done in accordance with the recom¬ 
mendations of the Herschell Committee ?—Yes. 

1951. That Committee said that there should be a 
provisional measure to prevent the exchange getting 
too high ?—Yes. 

1952. The Government are at liberty to make it 
Is. 6 d. —Yes. 
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1953. But public opinion has in some way drifted 
towards Is. Ad. ?—I think it has, because the Govern¬ 
ment of India practically declared it at 1*. Ad. 

1954. You think the effect has been to bring 
public opinion gradually towards Is. Ad., and the 
Government too ?—Yes. 

1955. (Sir J. Muir.) You have just stated to Sir 
David that the Government could fix Is. 6d. ?—By 
notification. 

1956. Is there anything to prevent its fixing a 
lower rate than Is. Ad. ?—I do not think there is. 

1957. It could fix Is. 2d. ?—I suppose so. 

1958. Regarding the exchange banks, I am afraid I 
am not so well up as to them us I ought t,o be. IIoiv 
many exchange banks are there in India ?—I should 
think there are about 10 or 12. Perhaps Mr. Camp¬ 
bell can tell us. 

(Mr. Campbell.) About 10,1 think. 

( Sir J. Muir.) You have, I suppose, a certain 
knowledge in saying that the whole of the exchange 
banks have remitted their capital. I am at the 
moment only aware of two actually having done it, 
Do you know of more than two having done it. 

(Mr. Campbell.) Four have done it. 

1959. (Sir J. Muir.) That is 4 out of 10?—But 
some of the exchange banks have only recently started. 

(Sir A. Dent.) Almost all the exchange banks in 
London have done it. 

1960. (Sir J. Muir.) Do I understand you to say 
that one of them sent home their money in 1893?—I 
think so. 

1961. At what rate was that?—I know that one of 
the banks remitted it at the rate of Is. 3| d., and 
another a little later on at Is. 2Ji/. 

1962. (Sir A. Dent.) Another bank remitted its 
money about 10 years ago. Do you remember that ? 
—Yes. 

1963. (Sir J. Muir.) I think you stated at the 
commencement of your evidence that your experience 
had been rather with Calcutta than with Bombay; 
but during your Calcutta experience, of course, you 
had a great deal of experience with tea-planting. 
Have you not chnnged your views rather with regard 
to the closing of the mints?—When the proposal 
came forward to close the mints I was against the 
closing of the mints. 

1964. So I understood ?—But after the step had 
been taken when Mr. Robert Steel moved in the 
Chamber of Commerce that in the opinion of the 
Chamber the mints ought to be opened, I opposed his 
motion, and proposed a resolution that the mints 
should not be reopened. 

1965. What led you to change your opinion ?—One 
thing which led me to change my opinion was that 
silver got into a very different position after the mints 
were closed to what it was before ; America, for 
instance, stopped buying; and altogether I do not 
think silver is a fit standard for India to have. 

1966. I do not follow your argument in regard to 
its not being a permanent advantage to tea companies 
to have a low rate of exchange by selling bills upon 
London bankers against rupees at 1$. Id., instead of 
If. Ad., because all the reports that have recently come 
out of the tea companies urge that as a reason why 
their results are much less this year than formerly. 
You know the Assam Tea Company. I have in my 
hand their 58th report, which was only issued yester¬ 
day afternoon. That is, perhaps, the most prosperous 
of all the companies ; it has been very long established. 
Let me read you this extract from their report : “ The 
“ production and manufacture of our tea during the 
“ past year have not fallen behind the results of the 
“ past season, but the circumstance that the Indian 
“ Government have been able to maintain the sterling 
“ rupee during the year at about If. Ad. has had the 
“ effect of considerably diminishing our profits, in 
“ common with those of all tea companies and other 
“ industries carried on in India with British capital.” 
This report shows a net profit of 31,288/., and the 
profit of the preceding year was 43,2$4/., nuking a 
deficit of 12,QQ0/., which they attribute mainly to the 
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exchange being at Is. 4 d. instead of a lower irate. I 
daresay you have seen reports of other Indian tea 
companies, and you have noticed that almost without 
exception they refer to the exchange as the cause of 
their making less money ?—Yes, I have seen those 
reports; I do not of course, agree with what is in 
them. 

1967- (Sir J. Muir.) I think you mentioned that 
you could have discounted bills in the bazaar at 8 
per cent., whereas at the bank the rate was 124 per 
cent. ?—13^ P cv cent - That is the rate that was 
quoted to me. 

1968. Is not that a very exceptional thing, because 
in the bazaar it is usually a higher rate of interest 
than in the hanks ?—It is 'a very exceptional thing, 
no doubt. 

1969. Do not you think that this particular man 
wanted to favour you ?—All I can say is that the 
bazaar rate was lower than the rate at the. banks all 
through this last time of stringency, and I could put 
in evidence to show that. 

1976. You know Mr. John Littleton Symons ?— 
Yes. 

1971. Are 'you aware that he was chairman of the 
Bombay Chamber of Commerce and a director of the 
Bank of Bombay ?—Yes. ' 

1972. You have known him for many years as a 
capable business man, and you would say that his 
evidence was worth having ?—Yes; I may say that 
I am not talking of Bombay; I am only talking of 
Calcutta. 

1973. Here is an extract from a letter addressed by 
him to me on the 3rd April last: “ When I left 
“ Bombay on the 23rd of April the bank rate was 
“ 13 per cent., the same as it had been for some time 
“ past. This rate, however, was nominal to a great 
“ extent, for the Bank of Bombay was obliged to 
“ refuse loans at as high as 18 per cent., even on the 
“ security of Government paper.” Now, there cannot 
have been money in Bombay in the bazaars, or the 
Parsees, or whoever they were, would not have gone 
to the bank at Bombay and offered to give 18 per cent. 
At all events, in Bombay there was obviously no such 
ease as you indicated in Calcutta ?—-All I say is, 
I adhere to my statement that in the bazaar the rate 
was lower than at the banks. 

1974. But the difference between 8 and 13-|- per 
cent, is very considerable. However, may I take it 
that you have a high opinion of Mr. Symons, and 
you consider from what you have known of him 
during the last 20 years that his opinion would be 
worth having ?—Yes. 

1975. Aud you woidd gather from his statements 
in this letter that at all events in Bombay it would 
not have been possible to borrow at 8 percent.?— 
That I cannot say. 

1976. Then did I understand you to say that you 
think there is no reason why exports should show a 
falling off ?—Yes. 

1977. Does that apply to Ceylon as well as to India ? 
—It does. 

1978. Are you aware that Ceylon almost entirely 
depends upon one industry—tea ?—Yes. 

1979. And au exchange rate of Is. 4 d. they regard 
as a rate that would ruin them ?—Yes. 

1980. If they are right ?—But I do not agree with 
them. I do not think they are right. 

1981. (Sir A. Dent.) You mentioned money not 
being sent out to China by the banks. I do not quite 
agree with you there. You talked of the money that 
was sent out to India to be coined. I think these 
dollars, about 33,000,000, which have been coined in 
India and sent on to the Straits and China, were 
chiefly to replace the Japanese yen which has been 
withdrawn from circulation in consequence of the gold 
standard being introduced in Japan, and also in 
consequence of the remittances of the Mexican dollars 
having fallen off?—I was not aware of that. 

1982. The scarcity of money in China to which you 
refer, in my Opinion is largely brought about by the 
war with Japan ?—I do not know how that is. 


1983. You say you are giving us your own views 
upon the matter, hut that it represents a large body of 
opinion in India, especially press opinion. Is it fair 
to ask you whether that is the opinion of the planters 
in India?—No, I think many of the planters in India 
favour a lower rate than Is. id .; others are satisfied 
with Is. id., but they are in a minority, I think. The 
great bulk of the planters want a lower rate than Is. 4d. 

1984. We have had quite a discussion about the 
exchange hanks remitting their capital home. Have 
you any idea what the amount of that capital is, 
because I fancy it has been much exaggerated in the 
minds of a good many people?—Yes, I think it has. 

1984 # . I am connected with one of these banks myself, 
and it is quite a mistake to suppose that the whole of 
their capital is out in the East. It is really quite a 
small factor ?—The point I wanted to make with 
regard to that was that if the exchange banks, who 
are supposed to know most about the currency 
conditions in India, consider that it is a dangerous 
thing to keep their capital in India, does not that 
make other people think that it is a dangerous thing 
to send capital to India ? That is the point I wanted 
to make. 

1985. You said that you think 5 or 6 per cent, a 
low rate of interest in Calcutta. Surely that would 
be a very low rate. Has it not been very difficult for 
a great many years to borrow money at anything like 
5 or 6 per cent, in Calcutta ?—No, from 1890 or 1891, 
I should say, up to about 1895 or 1896, yon could 
borrow money in Calcutta at 3 or 4 per cent. 

1986. You could get overdrafts at the bank on your 
tea estates ?—Yes, at 3 or 4 per cent. 

1987. (Chairman.) Borrowing on tea estates, I 
suppose, is borrowing on mortgage. 

(Sir A. Dent.) I mean overdrafts from the bank 
for accommodation purposes. 

(Witness) From 1891 to 1895 the rate in India 
was very low. 

1988. (Chairman.) You did not say that the 
interest ou permanent loans was 13| per cent., but 
that the rate that day for discounting a bill was 131 
per cent. ?—Yes, for a four months’ bill. 

1989. (Sir A. Dent.) But there is very little 
discount, I suppose, in Calcutta as compared with 
other trade centres?—Very little. 

1990. You said that the tea planters did not suffer 
very much from the higher rate of exchange of Is. id. 
because they got the benefit in stores, and therefore 
the cost of the stores balanced to a certain extent the 
higher exchange ?—Yes. 

1991. But surely the amount of stores that a tea 
estate buys in sterling in England is a very small 
percentage of its annual expenditure, is it not ? I 
think if you manage a tea estate you would find that 
to be the case ?—Perhaps so. 

1992. (Sir C. Crosthivaite.) Has money been very 
dear in Calcutta, and the Presidency towns in the last 
two years ?—That is so in certain periods of the last 
two years. 

1993. Will you tell me what periods ?—From about 
December until May. 

1994. Can you tell me whether the same dearness 
has prevailed in the interior of the country ?—From 
what I hear it has not. 

1995. Supposing that the dearness has been at all 
caused by the closing of the mints, that has not 
affected the interior of the country at all ?—I believe 
not. I have heard that the Government dues in the 
North-western Provinces, for instance, and in some 
other parts of India are payable either in grain or in 
coin or cash, and the natives have elected to pay in 
cash. 

1996. You think the Government dues are payable 
in grain or in cash ?—Yes, or rents. 

1997. I can say of my own personal intimate know¬ 
ledge that that is not the case. Jn no part of India 
are Government dues paid in kind. Bents over a 
certain area in a part of the North-western and other 
Provinces are paid in kind, but the land revenue is 
not payable in any way except in cash. Now you 
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know that the rate of interest in the interior is very 
high, as a rule ?—Yes. 

1998. To the cultivators and farmers it is higher 
than in the Presidency towns ?—I imagine it is. 

1999. But, so far as you know, in the last two 
years that rate of interest has not been higher than 
the normal ?—I believe not. 

2000. The purchase of wheat is going on very fast 
at present, I think, and has been for some time ?— 
Yes. 

2001. The wheat is purchased by large exporters 
like Messrs. Ralli Bros. ?—Messrs. Balli Bros, pur¬ 
chase it in Calcutta, Bombay, Karachi, and also in 
up-country towns. Other exporters, as a rule, only 
purchase in the export ports. 

2002. Rallis are practically all over the country ? 
—In a great many parts of the country. 

2003. And they purchase in small quantities from the 
cultivators. Have they complained at all that they 
have not been able to get sufficient currency for their 
business ?—I cannot say. 

2004. As a matter of fact they buy the produce 
and ship it, or, rather, send it down by railway, and 
they get advances on their bills from the banks to go 
on with ?—Yes, I suppose Balli Brothers sell bills to 
the banks and get money to buy the produce. 

2005. They have not had any extraordinary 
difficulty in doing that in the last few years ?—I 
should think not. 

2006. You admit that the power of India to pay 
her debt would depend on her producing power—the 
quantity of production for export ?—Yes. 

2007. But you think that India is so rich in labour 
and so fertile, that she will have no difficulty in 
producing enough to pay her debt ?—I think not. 

2008. Whether the rupee is raised to Is. 4 d. or 
not ?—I think at Is. 4 d. she will be able to pay it. 

2009. And you ground that belief on the fact that 
she is rich in labour and very fertile ?—Yes. 

2010. She is subject sometimes to famines?—Yes. 

2011. Extensive famines ?—Yes. 

2012. The maintenance of the rate at Is. 4 d., and, 
I suppose also you will admit, the convertibility of the 
rupee, supposing your ideas were carried out, and the 
rupee made convertible for gold—both those things 
would depend upon her having enough produce to 
export ?—No, I do not think the convertibility of the 
rupee would depend at all on the quantity of produce 
exported. 

2013. Supposing the rupee was made convertible, 
and there was no produce to export what would 
happen ?—I do not think I could suppose such a 
thing. 

2014. We might suppose that there was much less 
produce to export than was necessary to pay the debt 
because that, I think, has occurred within recent 
times ?—If India did not export at all she could not 
pay her debt. 

2015. But it is possible to suppose, and I think it 
has occurred within the last two years, that India 
has not exported enough to pay her debt ?—She has 
not exported enough on balance. 

2016. I mean on balance, of course. I mean the 
net exports have, not been sufficient to pay the debt 
of India ?—Yes, that is the case, 

2017. Suppose that that occurred over a series of 
years, what would happen with the convertible rupee, 
or rather with the gold stock, the gold reserve, which 
would make the rupee convertible ?—Part of it would 
disappear. 

2018. And then the value of the rupee would 
depend —— ?—Not if there was enough gold reserve. 

2019. But the gold reserve you say would disappear ? 
—If it disappeared altogether ? 

2020. Yes ?—Well, the thing would break down. 

2021. Therefore the whole basis of the thing 
depends really on the supposition that the produce 
of India, the net exports from India, will be enough 
to pay the debt ?—Yes. 


2022. Does the value of the rupee come at all into 
that question, I mean what is called the ex ch ange 
value of the rupee ?—I do not think, once it is fixed, 
that it will. I think India will be able to pay her 
debt and export her produce at Is. 4 d. 

2023. But you think at Is. (id. she would not be 
able to?—It would be more difficult. It could be 
done, but it would be more difficult. It would require 
more gold. 

2024. And if the rate were Is. 3d. it would be less 
difficult ?—Y es, but not very much, because the 
difference would only be 6 per cent., which is an 
ordinary market fluctuation. 

2025. In order to make it obvious, take it at Is., 
would it be more difficult to pay her debts then ?—I 
think it would. 

2026. Why ?—Because you have got more debt, 
for one thing. 

2027. Why is the debt greater ?—Because the rate 
of exchange is lower. 

2028. You mean greater in rupees ?—Greater in 
rupees. 

2029. But greater in gold?—Well, I think it would 
he greater in volume, because, as I have pointed out iu 
my evidence, the gold prices of Indian produce come 
down with a declining exchange. 

2030. Therefore, you think that with a lower rupee 

India would have to export more produce to pay her 
debts ?—Yes. 1 

2031. And with a higher rupee she would export 
less ?—Yes. 

2032. Then why should we not raise the rate to 
Is. (id. You say it should be fixed at Is. id., but if 
we get off with much less exports with a Is. (id. 
rate, why not raise the rate to Is. 3d. ?—As I said 
before, I think the trade of the country has got 
accustomed to a rate of Is. 4 d. 

2033. In fact, things have adjusted themselves to 
the Is. 4c?. rate?—Yes. 

2034. V\ ill you tell mo how long this Is, 4 d. rate 
has existed ? I think it has only existed since 
December of last year. The year before last the rate 
almost approached Is. 4c?., but not quite. In December 
last or about then the rupee touched Is. 4c?. 

2035. Iu any case the Is. 4c?. rate has not existed 
more than two or three years ?~No. 

2036. I hen we may take it that trade can adjust 
itself to a rate in two or three years ?—Yes, I think 
so. 

20o7. Ihen why not go up to Is. 6 d. and gradually 
go from Is. 6c?. to 2s., and so get rid of a very great 
burden ? 'I ake it that the trade can adjust itself to a 
raising of the rate in two or three years. I want to 
know why should we stop at Is. 4c?.; why should not 
we go on when things can adjust themselves so easily 
—go on and so save the country from this immense 
burden of taxation ?—But you do not have stability if 
you go on raising the rate. I think the thing to do 
is to fix the rate at once. 

2038. Turning to another point, you think the 
stringency of money—the dearness in the money 
market—arises to a great extent from the want of 
oanable capital ?—Yes. 

2039. And that the loanable capital is kept cut of 
the country by the instability of the exchange ?—I 
think so. 

2040. Do you think that the loanable capital is kept 
out of the country more by the fact that the rupee is 
prevented from rising, or appears to be prevented from 
rising above Is. 4c?., than by the mere instability of 
exchange ?—I think it is kept out of the country more 
by the instability of exchange. 

2041. But I thought that in mercantile business and 
in speculation—in commerce generally—you do not 
mind the risk, provided you see a chance of commen¬ 
surate gain ?—That is so. 

2042. When you see that you have no gain, and 
that you have a very good chance of a loss, the case is 
different, is it not ?—Yes. 

2043. Y ou see here there is a chance of a loss by 
the rupee falling very much, but, Wing to the 
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Government of India’s apparent declaration—I say 
apparent, because, so far as I know, the Government 
of India has never declared that the rupee shall not 
rise above If. 4 d., but that has been taken for granted 
generally—owing to the apparent declaration that the 
rupee should not rise above If. id. it is equivalent to 
saying to a man, “ You may send your capital into the 
“ country at ornear If. 4 d.; younever can get anymore, 
“ and you may get considerably less.” Do not you 
think that that is more disadvantageous than unstable 
exchange ?—I understand that the reason loanable 
capital has left the country is that people who have 
money in India think that if they remitted now at 
the maximum of If. 4 \d., they cannot lose money by 
it; they remit money now on the chance that they 
may be able tb remit it back again to India at a lower 
rate. 

2044. How do you account for the fact that there 
seems to be as much loanable capital in the country as 
there ever was ?—The fact that what is called loan¬ 
able capital is remitted to England does not mean that 
the currency leaves the country. 

2045. But if there is loanable capital in the interior 
of the country, why is there not loanable capital at the 
centres of trade ?—I take it that people who had 
capital to lend have it no longer. 

2046. People who had capital to lend, you mean, at 
the great centres ?—Yes. 

2047. But the people who provide the eapilal as a 
whole for the interior, they being mostly natives of 
the country, have not sent their money out of the 
country ?—No. 

2048. They use their money as usual ?—Yes. 

2049. Have you considered the efEect upon Calcutta 
and Bombay money markets of the smallness of the 
balances which the Government of India had in the 
last two years, owing to the war and to the famine ?— 
Yes. 

2050. And the fact that the Secretary of State -was 
not able to sell his bills as usual ?—Yes. 

2051. Do you think that has had to do with it ?— 
It has had a great deal to do with it. 

2052. And that did not affect the up-country 
market?—No. I think the up-country bankers know 
very little about exchange. 

2053. But I mean there was a great deal of money 
spent in the interior on war and famine and railways 
which would otherwise have been available in the 
Presidency towns for the bills ?—Yes. 

2054. With regard to yonr opinion of the richness 
of the country, have you lived at all in the interior of 
the country ?—I have not lived permanently there. 

2055. I take it that a man living at Bombay or 
Calcutta knows just as much about the interior of the 
country as if he lived in Regent Street ?—Well, I 
think he knows a little more ; he must know a little 
about it if he is observant. 

2056. You have referred especially to the fact that 
there are two crops grown in the country ?—Yes. 

2057. Can you tell me about the percentage of 
area on which two crops are grown ?—I should think 
it is a small area. In Bengal I have seen two crops 
grown. 

2058. It is a very common thing to grow two 
crops ; are you aware that, in some countries, such as 
Italy, as many as six crops are grown ?—No. 

2059. In market gardens, for instance, many crops 
are grown, four or five, at any rate ?—Yes. 

2060. Can you tell me the average rate of produce 
per acre of wheat, say in India, as compared with 
England ?— No. 

2061. Would you be surprised to hear that it is 
very much less ?—No. 

2062. Although India is so fertile ?—No. 

2063. Can you tell me the average rate of rent in 
India, approximately?—No. 

2064. Would you be surprised to hear that it is very 

much less than the rate in England, perhaps a tenth ? 
—It is very much less. I do not know, exactly, what 
it is. • 


2065. With regard to the case of the tea planter and 
the coffee planter. Their interests, of course, are great, 
but there is a fur greater interest, the interest of the 
whole of the producers of India, the native producers, 
the powers of wheat, jute, and cotton that cover the 
country with millions of acres and millions of people. 
Their interests in the aggregate, I suppose, are greater 
than those of the Ceylon planters ?—Very much 
greater. 

2066. Do you think that their interests are exactly 
on all fours with those of the planters ?—No, I do 
not think they arc exactly on all fours. 

2067. Will you tell me in what points you think 
they differ ? 

( Sir A, Dent.) Are they affected by the rupee ? 

2068. ( Sir C. Crosthwaite.) First of all as to the 
question of labour, the cost of labour is what the 
planters seem to lay most stress upon; that whereas 
they have to pay the same price for their labour in 
rupees, a much smaller portion of their gold profits 
will suffice if exchange is low to pay those rupees 
than if exchange is high, is not that so ?—That is 
so. 

2069. Now, with regard to the native producer of 
labour. How does he pay mostly ?—I think he pays 
in kind. 

2070. Then it takes the same quantity of produce to 
pay for the labour, whether the exchange is high or 
low ?—Yes. 

2071. And, if the exchange is low, I suppose the 
price of produce in rupees would be high?—That 
again would depend upon the gold price of the 
produce. 

2072. Take the gold price as constant—because 
there is no possibility of arguing it unless you do that 
—then the rupee price of produce would rise ? 
—Yes. 

2073. And if he put his expenditure oh labour, 
which I do not suppose he ever does, into rupees, it 
would appear to him to be high, would it not ?—Yes. 

2074. Whereas if the exchange rises we must 
anticipate—anyhow, that is the argument—that the 
price of produce would fall ?—Yes. 

2075. In that case if he put the amount of produce 
that he paid for his labour into rupees he would appear 
to be paying less?—Yes. 

2076. Therefore he would probably not complain ? 
—No. 

2077. On that point, then, they are not quite On all 
fours ?—No. 

2078. Then we come to the rent: the tea planter, I 
take it, pays very little rent ?—Very little rent. 

2079. If he pay6 revenue to the Government at all 
it is very small ?—Very small. 

2080. He gets his land on very favourable terms ? 
—F.specially in Assam; he pays very little for a 
time. 

2081. The amount of profits that are absorbed in 
paying the rent of the plantation is small ?—Yes. 

2082. But the amount of the ryots’ profits, the 
native cultivators’ profits, that is absorbed in paying 
his rent is not so small ?—It is not so small. The 
tea planter pays the same rate as the cultivator under 
the Assam land rules after, I think, 30 years. 

2083. Now Sir David Barbour asked you whether 
high exchange should not theoretically lower prices. 

(Sir D. Barbour.) I do not think I asked that 
question. I asked whether or not a contraction of 
currency would act on the exchange in any other way 
than by lowering prices. 

(Sir C. Crosthwaite.) Yes, whether the contraction 
of the currency would not act on exchange. 

(Sir D. Barbour.) No. I asked whether the con¬ 
traction of the currency could act on the exchange in 
any other way than by lowering prices. 

2084. (Sir C. Crosthwaite.) And you admitted, 
Mr. Arthur, that prices had not fallen jn India of 
late years?—I say prices are still in a state of 
transition, 

2085. Is it not the fact that it is the gold price 
that rules them ?—Yes. 
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2086. And the gold price of wheat has been very 
high ?—Yes, and therefore wheat has gone forward. 

2087. (Mr. Hambro.) If a banker or a local trader 
lends capital or discounts bills, does he not give the 
borrower currency?—Well, he may give a cheque. 

2088. A cheque which is convertible into currency ? 

—Yes. * 

2089. Therefore be gives him currency or its 
equivalent ?—Yes. 

2090. Is it not therefore necessary for a lender to 
have currency before he can lend ?—Yes. 

2091. If the Bank of Bengal could not discount 
your bills under 13^ per cent., did not that mean that 
the bank was not willing to part with currency except 
at a high rate of interest ?—It might mean that the 
bank would do just as well elsewhere. 

2092. They did not wish to part with currency 
except at a high rate of interest ?—Yes. 

2093. Did not that mean that currency was, as far 
as the bank was concerned, scarce ?—I think so. 

2094. It would mean that what they were going to 
lend they had not a very abundant supply of ?—That 
would mean their loanable capital ? 

2095. You have just told me that that means 
currency?—Yes. 

2096. Would not that mean that what they are 
going to give you is rather scarce ?—I do not quite 
follow that. Do you wish me to say that currency 
and capital are the same ? 

2097. I asked you first what they gave you, and 
you told me currency. I want to get at the foundation 
of the thing. They would not give you currency 
except at 134 per cent. That surely means that they 
had not very much currency in their till ?—I do not 
follow that. 

2098. Do you think if they had had a great 
deal of currency in their till they would have asked 
you an equally high rate of interest ?—They could do 
so much business at that rate. 

2099. The demand for their currency was so large 
that, supply and demand meeting, they could get 
124 per cent, from you or somebody else ?—Yes. 

2100. Is it not bad for the trade of a country, when 
such a bank has such a demand upon it that it finds it 
can get 13| per cent ?—Very bad. 

2101. You did not have to discount your bills, you 
said, but if you had, would it not have diminished the 
profits of your transaction ?—Certainly. 

2102. You said that the banks of India had brought 
back their capital. In bringing back their capital did 
they reduce the currency in the country by one 
rupee?—No. 

2103. So that the currency of the country or the 
thing that y'ou borrowed, or that you wanted to borrow, 
was as plentiful after the banks had taken back their 
capital as it was before?—Yes. 

2104. So that the bringing back of the capital of 
the banks from India did not by one rupee reduce the 
amount of rupees that there were in India for the use 
of the country?—Not in the least. 

2105. Therefore in what sense has the rupee, the 
thing you borrow, been interfered with ?—It is not in 
the hands of the people who formerly had it to lend. 

2106. i want to know how the banks bringing back 
their capital reduced by one rupee the quantity of the 
thing that you wanted to borrow ?—They do not 
reduce the currency. 

2107. And the currency is the thing which vou 
want to borrow when you discount your bills?—Just 
so. 

2108. Is the internal trade of India larger or 
smaller than the external trade ?—I think it is 
larger. 

2109. Is this affected by the scarcity of currency 
or by the rate of exchange ?—Not by the rate of 
exchange. 

2110. Only by the currency in the country ?—May 
I ask you to repeat the question ? 

2111. Is the internal trade affected by the scarcity 
of currency, or by rate of exchange ?—I do not think 


that people who do trade in the interior of the country 
know anything about exchange. 

2112. Therefore the rate of exchange does not 
interfere with the bulk of the transactions of the 
country ?—No. 

2113. The internal trade, I understand, is much 
larger than the external, but have you any idea what 
the proportions are ?—I have no idea. 

2114. You answered just now that India was rich 
enough to pay her debts abroad at an exchange of 
Is. 4c?. Do you mean to say that she is not rich 
enough to pay her debt at a lower rate ?—My idea 
about India is that she is such an immensely rich 
country from the producing point of view, that she 
could have any currency she likes. 

2115. Will you kindly define, if currency is the 
thing that you wish to borrow, what you mean by 
currency and capital ? I get confused between 
currency and loanable capital. When you discount 
a bill you get currency; when the banks took away 
their capital you say they were not taking away a 
single rupee, and yet it took away loanable capital. 
Do you mean to say that the currency of the country 
has become hoarded in the hands of people who will 
not lend it ?—In the last two years a great deal of the 
currency has gone out of the centres, Calcutta and 
Bombay, say, for railway purposes, also for the purposes 
of the famine, also for the purposes of the war, and 
these rupees will not for some time find their way 
back to the great centres of trade. 

2116. I understand that is why rupees are scarce 
at the centres, but yon very often use the words 
“ loanable capital ” as distnguished from’the currency 
of the country, and I want to know what was in your 
mind when you used the phrase •* loanable capital ” 
as distinguished from “ currency,’’ which is the thing 
you wanted to borrow?—I confess that is rather a 
difficult thing to define. I cannot define it very 
well. 

(Sir A. Dent.) You would use the phrase “floating 
capital,” perhaps. There is not enough money 
floating. 

2117. ( Chairman.) Supposing the Bank of England 
finds that there is a drain on its gold currency, what 
does it do to protect itself against that drain ?—It 
raises the discount rate. 

2118. Is not that au answer to the question—that 
the raising of the rate is protecting the currency ?—■ 
Not in India. 

2119. Will you point out what is the difference 
between India and England ? Perhaps you would like 
to consider that question more at leisure and answer 
it when you come again. I understand the Indian 
money market is different tt> the English ?—Entirely, 
because suppose we do raise the bank rate in India it 
doe3 not necessarily attract fresh currency to the 
country. 

(Sir D. Barbour.) As regards the Iudian money 
market the material point to remember is this, it is 
not like the London money market. You have not 
got great supplies of gold in the provincial towns or in 
foreign towns close at hand, and therefore the raising 
of the discount does not bring in an immediate supply 
as it would in this country. I should like to ask one 
or two questions later on about this point, with a view 
to showing how remitting home by the banks reduces 
the supply of capital and currency too. 

(Mr. Hambro.) I wanted to get, not at the academic 
theory of the thing, but at the absolute working of the 
thing. I wanted this witness to say exactly what he 
wanted when he went in to the bazaar to borrow. He 
said he wanted to borrow rupees. Then I wanted to 
make this clear, that unless a rupee goes out of the 
country—and I do not think any bank lias Taken any 
rupees out of the country—there must be the same 
number of rupees in the country after the banks have 
remitted their capital as there was before. 

2120. (Chairman.) What do you say to that, 
Mr. Arthur ?—I admit that. 

2121. You agree with that?—Yes. 
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2122. (Mr. Hambro.) Andyou also admit that when 
you go to the Bank of Bengal, what they ask you 13| 
per cent, for is the currency ?—I do not think I could 
admit that, May I be allowed to reply to that 
question later on. 

2123. (Chairman.) You would rather like that 
matter deferred ?—I think so. 

2124. ( SirJMuir.) Are we quite clear that the 
Bank of Bengal with 13J per cent, might have as 
much currency at its hand as when the rate was 7 or 
8 per cent. ?—Yes, but not the other banks. 

2125. The Bank of Bengal might have as much 
when it charged 13| per cent, as when it charged 7 or 
8 per cent.?—No. I understood the last question 
referred to capital. 

2126. (Chairman.) It is like everything else, it 
depends on the law of supply and demand. However, 
perhaps we had better reserve all this until your 
examination is resumed ?—I think I can put the 
thing right when I come again. I have some tables 
that 1 can show the Committee. 

2127. (Mr. Holland.) You gave us to understand 
that in the evidence you are giving us you are 
speaking only for yourself ?—lam speaking only for 
myself. 

2128. Perhaps you would not like to say whether 
or not the views that you express are the views of 
the majority of the Bengal Chamber of Commerce ?— 
No, I should not like to say that, but I should say 
that I have a great following in the Bengal Chamber 
of Commerce. I may mention that the Committee of 
the Bengal Chamber of Commerce have requested the 
Government that I should ie allowed to give my 
views before this Committee. 

2129. Then I understand that we shall have no one 
who will authoritatively represent the views of the 
Bengal Chamber of Commerce. 

(Chairman.) There is a letter coming from the 
Bengal Chamber of Commerce stating the reasons 
why they object to the proposals of the Government 
of India. 

2130. (Mr. Holland.) You told us that the re¬ 
opening of the mints would inevitably lead to a fall in 
the rupee to about 11 d. ?—Yes. 

2131. And you referred to some disastrous effects 
that would ensue from that fall, one being that there 
would have to be an enormous 'increase of taxation, 
and that the finance of Government would be 
embarrassed, and also that there would be serious 
risk of political trouble in India ?—Yes. 

2132. But I suppose you would admit that the 
trade of the country would be affected quite differently 
—that though in the finance accounts there might be 
disastrous deficiencies, similar results would not neces¬ 
sarily follow in the case of trade ; the results would 
be different in regard to different trades; some trades 
would undoubtedly be benefited?—I do not admit 
that. 

2133. You do not admit that any trades would be 
benefited ?—I say that if the rupee goes down to 11 d. 
there might be an enormous drop in the gold prices 
of Indian produce, and in that case the export trade 
of India must be affected if the rupee goes to 11 d. 

2134. You tell us in regard to the standard that 
silver in your view is not nearly so suitable a standard 
as gold. You are aware that some contend that silver 
is better suited as the standard of a poor debtor 
country, and that a gold standard is more suitable in 
the case of a rich creditor country ?—Yes. 


2135. You say that the unsuitability of silver, 
in your opinion, is that it varies too much ?—Yes. 

2136. Are you also aware that some contend that 
silver prices have not varied so much as gold prices ? 
—I am aware of that. 

2137. And if that were established, it would 

dispose of your contention ?—Yes. * 

2138. You say that a gold standard is better than a 
silver standard for India, because its trade is done with 
gold-using countries, but you would admit that the 
home trade is larger in extent than foreign trade ?— 
Yes. 

2139. And that it will be the foreign trade that 
will be chiefly affected ?—Yes. 

2140. And that the interests of the home trade, 
which is much the larger, are not identical with those 
of the foreign trade ?—Perhaps so. 

2141. Although these results would be to be feared 
if the change were suddenly brought about, do you 
think that if it were brought about gradually the 
disaster might be avoided ?—I think the moment the 
Government say they are going down to a silver basis 
you utterly destroy confidence. It is equivalent to 
going to a silver basis straight away. 

2142. I should like to make this clear, that although 
I am putting these questions it is not that I am 
expressing my own views but that I think it desirable 
that the other side of the question should be put. You 
say that the scarcity of loanable capital is owing to the 
distrust of those who have money to lend. Does that 
distrust arise, do you think, from the supposed want 
of determination on the part of the Government to 
make the gold standard effective ?—I think not. 

2143. Then do you think that it arises from the 
impression that the Government have put their hands 
to an impossible task ?—No. 

2144. You have not heard of individuals who have 
command of large capital who entertain that view ?— 
I have heard people say that they could not under¬ 
stand how the Government are going to accomplish 
this. 

2145. May not that be the ground of their distrust ? 
—Yes, it may be. 

2146. That, though the Government may be willing, 
they may not be strong enough to carry it out ?—Yes. 
I may say that some of the people who have said that 
are people who have not studied the question very 
thoroughly. 

2147. Do you agree that capital is not attracted so 
much by a high rate of interest as it is by the pro¬ 
spect of permanent profitable employment?—No, I 
should say that capital is attracted, if it goes out at 
all, by the prospect of permanent employment. 

2148. You tell us that the wages of labourers in 
India have practically not been advanced except in 
the case of skilled labour ?—And I should say in the 
case of domestic servants the wages have gone up in 
the Presidency towns. 

2149. Can you give us an opinion as to what the 
remuneration of labour has been in silver-using 
countries—in China for instance, have wages been 
advanced there ?—I cannot say. 

2150. You admit that if they have not been 
actually advanced yet, if they have been paid in 
silver which has depreciated, the result amounts 
virtually to a reduction in wages in China, where 
India is competing with a silver-using country ?— 
Your question is that India would be disadvantaged ? 

2151. Yes ?—I quite agree up to a certain point. 


The witness withdrew. 


(For Mr. F. C. Harrison’s evidence , see infra Q. 2393 et seqq.) 
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Monday, 13th June 1898. 


PRESENT : 


The Right Hon. Sik Henry H. Fowler, G.C.S.I., M.P., in the Ciiaib. 


The Lord Balfour of Burleigh. 
Sir John Muir, Bart. 

Sir Francis Mowatt, K.C.B. 

Sir David Barbour, K.C.S.I. 

Sir Charles Crosthwaite, K.C.S.I. 
Sir Alfred Dent, K.C.M.G. 


Mr. Robert Campbell. 

Mr. Everard Hambro. 

Mr. W. H. Holland. 

Mr. F. C. Le Marciiant. 

Mr. Robert Chalmers, Secretary. 


The Hon. Allan Arthur recalled and further examined. 


2152. {Mr. Holland.) You told us in your evidence, 
I think, that you were in favour of the convertibility 
of the rupee to an unlimited amount?—Yes, so soon 
as that can be done with safety to the Government of 
India. 

2153. Of course, you have calculated as carefully as 
you can the cost of a provision of that kind ?—I think 
I said that I should prefer to leave that point to the 
best expert opinion available. 

2154. I presume that, in your opinion, it would be 
impossible to make the gold standard effective unless 
it were backed by a gold reserve ?—By a gold reserve 
or by a very strong guarantee. 

2155. And do you think also that it must be accom¬ 
panied by a gold currency ?—Not necessarily, I think. 

2156. How could you have the rupee convertible if 
you had no gold currency for it to he exchanged into ? 
—Well, I think there must be a gold reserve. 

2157. If it were an inaccessible gold reserve, a reserve 
not available for the exchange of rupees, would it 
answer the purpose of making them convertible ?—But 
it would be available. 

2158. You say you do not think much gold would 
be needed for the internal trade of the country if a 
gold standard were established ?—I think not. 

2159. But if the rupee were made convertible, would 
it be possible for you to control the extent to which 
it would be converted ?—I do not quite follow that, 

2160. If the rupee were convertible into gold, then 
every one possessing rupees which he desired to have 
converted, I suppose, would have it open to him to 
apply to have his rupees converted ?—Certainly, under 
such a scheme. 

2161. Then I ask you how it would be possible for 
you to control the extent to which rupees would be 
converted ?—I fancy it could not be controlled except 
in this way. There would be a contraction of the 
currency, every million sterling that is remitted to 
England means the contraction of the currency to the 
extent of 14 crores of rupees. 

2162. So that although you express the opinion that 
not much gold would be needed, yet you admit that 
the amount of gold cannot lie controlled ?—I do not 
think I admitted that there would not be much gold 
needed. What 1 stated was that I thought little gold 
would be needed for the internal trade of the country. 

2163. If the rupee were convertible, do not you 
think there would be a strong temptation to hoard 
gold instead of silver, the preference being given 
naturally to the coin which is intrinsically a valuable 
one, rather than to the coin which is a mere token 
coin ?—I think there would be a temptation of that 
sort. 


2164. If gold were hoarded to any considerable 

extent, would not that involve a great strain on the 
gold reserve?—I suppose it would if there was a 
demand on the gold reserve. » 

2165. I suppose ^our idea of an effective gold 
standard would be not only that gold should be con¬ 
vertible into rupees, but that rupees should be converti¬ 
ble into gold, and each of them be tender to an unlimited 
amount ? 

—Yes. Gold is converted into rupees at the present 
time. 

2166. But not vice versd ?—Not vice versa. 

2167. Would you like to say whether or not you 
are in favour of the Government proposals as set out 
in their Despatch ?—I should prefer to reserve my 
opinion. 

2168. You are aware that the Bengal Chamber of 
Commerce, of which you were at one time President, 
has expressed an opinion against them ?—Yes. I have 
learnt that by telegraph. 

2169. You admit that India’s greatest interests in 
point of volume are agricultural ?—Yes, they are at 
present. 

2170. Therefore, the welfare of the agriculturalists 
would be a matter of the highest concern ?—Certainly. 

2171. Do you deny at all that the agriculturalists 
are being injured by a dear rupee?—That is a very 
broad question. I think I have gone into it pretty 
fully in my previous evidence. 

2172. If you do take the view that agriculturalists 

are not injured- 

{Chairman.) Ho has not said that. 

2173. {Mr. Holland.) If agriculturalists or repre¬ 
sentatives of the agricultural interest were to come 
before this Committee and declare that in their opinion 
they are injured by a dear rupee, do not you think 
that their opinion as to what affects their own industry 
would be entitled to very great weight and considera¬ 
tion? 

{Chairman.) I think that is rather a matter for the 
opinion of the Committee itself. 

{Mr. Holland.) You admit that contracted 
currency shows itself in the fail of rupee prices. I 
think Sir David Barbour asked a question on that 
point when you were here before. 

{Sir J). Barbour.) I asked whether a contraction 
of the currency could affect exchange in any other 
way than by lowering prices. 

2174. (Mr. Holland.) If rupee prices are lower 
and the fixed charges remain the same as at present, 
you admit that the position of the ryot would be 
disadvantaged to that extent. If he gets a lower 
rupee price for his produce, and yet has to pay the 

K 4 


Hon. A. 
Arthur. 

13 June 1898. 



80 


INDIAN CURRENCY COMMITTEE: 


Hon. A. 
Arthur. 

13 June 1898. 


same fixed charges as before, of course, his position is 
worse to that extent ?—Naturally. 

2175 . And being worse, there would be less money 
left to buy British goods ?—I think I pointed out to 
Sir Charles Crosth waite that the agriculturalist paid 

his labour in kind. 

2176. But there are charges, rent and taxes—that 
are not so paid—that will remain fixed, and to that 
extent the position of the agriculturalist would be 
made worse, would it not ?—11 might be made worse ; 
but my point is that gold prices might be higher, 
and therefore rupee prices might be higher under a 
fixed rupee. 

2177. (Mi*. Campbell) There were some questions 
put to you as to the effect of returning capital from 
India; I should like to pursue that subject a little 
further. Suppose a merchant in Calcutta buys produce 
for shipment to London. In the usual course be 
draws bills against it on his London correspondent, 
does he not f—Yes, or on a bank. 

2178. He draws bills on Londou ?—Yes. 

2179. And be sells bills to a bank, which remits 

them home ?—Yes, , 

2180. The bank would thereby acquire a credit 

balance in London ?—Yes. 

2181. Which in due course would have to be 
returned to it. in Gome shape ?—Yes. 

2182. Either in Council bills or bullion or other¬ 
wise ?—Yes. , . 

2183. It has sent, in fact, a portion of its resources 
to London which, under ordinary circumstances, it 
will require to* be sent back ?—It must either be 
sent back or thev must keep it in London. 

2184. But if the bank desires to transmit, say, 
100 000/. worth of its capital home, it would use the 
bills it bought for that purpose ?—It would be done 
either in that or in some other way. 

2185. That would be the most probable way in 
which it would be done ?—I think so. 

2186. If it wishes to remit that 100,000/. of its 
capital home, would it allow the amount of the bills 
it remitted to London to remain there instead of 
having them returned?—No, it would allow the 
amount to remain in Loudon. 

2187. Would it allow the amount to remain in 
London instead of having to return it to Calcutta ?— 

Certainly. . 

2188. The remittance has been really made in 

produce?—Yes. _ 

2189. It is produce that is at the back of these 
bills ?—Jf remittances are made in that way, it is 

^2190. Would the effect be that India had exported 
100,000/. of produce, for which no return came back ? 
—Well, there would be no fresh currency. 

2191. No return at all ; so much of the bank’s 
resources are remitted borne in that shape ?— I es., 

2192. And according to the extent to which it is 
carried,* would it use up or diminish the balance of 
trade in India’s favour ?—Yes, it would be equivalent 
to an import, I think, or rather, it would not have the 
same effect as an ordinary export. 

2193. It would be a cancelling of an export?—Ihe 

cancelling of an export. _ „ - 

2194. It would bo using up an export in that torn t 

_Yes. 

2195. Now as to the effect of this on currency. 
The bank pays a merchant for his bills ; the merchant 
pays a seller for his produce ; the seller probably sends 
the money into the interior, and the quantity of 
currency in the country is not changed ?—That is so. 

2196. But does not experience show that the 
currency needs constant replenishing owing to its 
being melted down for ornaments, or to its being 
exported in the shape of coin or in other ways ?—I 
think it is a very broad point as to whether, in days 
gone by, there was not too much currency put into 
the country. 

2197. I am not speaking of that at all. Of course, 
the country must require fresh currency at some time ? 

_Oh, yes, I admit that. 


2198. And it is on the balance of trade, after 
providing for Council bills, that India depends for the 
means of replenishing its currency ?—Council bills or 
in some other way. 

2199. Council bills are, of course, not currency ; 
they can be exchanged for currency, but they are not 
currency themselves ?—Certainly not. 

2200. So that after providing for currency bills, it 
is on the balance of trade that India depends for 
replenishing its currency ; that is, the balance of trade 
would enable her, for instance, to buy silver in the 
days when the mints were open ?—Yes. 

2201. When the mints were opened, the silver 
imported for coinage averaged a large amount every 
year ?—Yes, but I have suggested that it was more 
than was necessary. 

2202. That presumably represented surplus of 
imports after providing for currency bills ; there is so 
much exports balanced by imports, so much exports 
balanced by Council bills, and the remainder comes 
out in bullion ?—No doubt. 

2203. But if these surplus imports had been used 
up in the remittance of capital home, the silver could 
not have been shipped—there would not have been 
the money to ship it ?—That is so. 

2204. And the usual replenishment of the currency 
would not take place ?—Quite so. 

2205. Now the mints are closed, but you have read 
the Despatch of tho Government of India, and one of 
the allegations there is that the transfer of capital 
home has helped to prevent exchange from rising to 
gold point?—That, is so. 

2206. If they are correct, the effect of that would 
also be a starving of the currency ?—Yes. 

2207. So that the withdrawal of capital from India 
would have a powerful influence on the currency, 
although in an indirect way—that is, if it prevents 
currency from going to India?—Yes. 

2208. Then I think you said, in reply to Mr. Hambro, 
that you did not regard the Bank of Bengal’s refusal 
to discount under 13| per cent, as indicating scarcity 
of currency. 

{Mr. Hambro.) He said he would answer that 
question later. 

2209. {Mr. Campbell.) Does the Bank of Bengal 
regulate its discount rates according to the state of its 
cash balances ?—Yes, I should say so. 

2210. In other words, to the amount of currency in 
its possession ?—Yes. 

2211. It lowers the rate when its balances increase 
and raises it as they diminish, and they publish weekly 
accounts of their balances ?—Yes. 

2212. Would not the 13.j per cent, rate of discount 
indicate that the Bank of Bengal itself was short of 
currency ?—I think it would indicate that there was 
shortage of currency in banking circles. 

2213. Does the position of the Presidency Banks 
afford a fair criterion of abundance or scarcity of 
money in the large trade centres ?—I think so. 

2214. And would a diminishing cash balance and a 
12 per cent, rate of interest be a fair indication of a 
scarcity of currency in relation to trade requirements ? 
—I think it would. 

2215. During the five years since the mints were 
closed the Government scheme has not succeeded, has 
it, in attracting gold to India for currency purposes ? 
—No. 

2216. And has the consequence of this been to 
increase the stringency in the Indian money markets ? 
—Great stringency did not occur until December, 
1896. 

2217. But for the last two seasons the stringency 
has been marked ?—There has been a very great 
stringency. 

2218. And if existing conditions continue, would 
you expect the stringency to become more acute a3 
time goes on ?—Yes, very much more acute. 

{Sir F. Mowatt.) You say if existing conditions 
continue. 

2219. {Mr. Campbell .) If existing conditions con¬ 
tinue—that is to say, if no fresh currency comes in. 
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I think you said that the stringency was greater in 
the Presidency towns than in the interior ?—Yes. 

2220. Do you say that of your own knowledge ? 
—Yes, from what I have been told from reliable 
sources. 

2221. Can you speak as to the conditions of the 
money market in such up-country centres as Delhi ? 
—-Not from very certain information; but I believe that 
the rate of discount is no higher than it was, or, at all 
events, not much higher than it was in the old days. 

2222. You have not heard of important failures in 
these up-couutry districts in consequence of tight 
money?—I know there have been failures which I 
have been told are due to tight money, but personally I 
do not think they were altogether due to tight money. 

2223. Then do you attribute the stringency to the 
fact that no new currency has been created since the 
mints were closed ?—That is so to a certain extent. 

2224. Then if this continues, no new currencey 
being created, would you expect the stringency to 

extend throughout the whole of the country ?_ 

Certainly. 

2225. Would this act very prejudicially on the trade 
of India ?—Yes. 

2226. A prolonged high rate of interest is a sercre 
tax upon industry, is it not ?—Certainly. 

2227. And it might seriously interfere with pro¬ 
duction ?—Certainly. 

2228. Would you consider it an objection to the 
scheme of the Government if its tendency was to 
perpetuate a condition of monetary stringency ?— 
Certainly. 

2229. You are aware that the Government con¬ 
template melting down 10 crores of rupees annually 
for some time and selling them as bullion ?—Yes. 

2230. Would you, us a Calcutta merchant, regard 
that step as a safe or a prudent one to take in the 
present condition of the Indian money market ?— 
That, I think, all depends on the point as io whether 
currency in India is redundant or not. At the present 
time, with so many rupees in the up-couutry centres— 
on the frontier, for instance—and rupees sent out to 
make railways, the cash balances—tlic available rupees 
in Bombay or Calcutta—are not sufficient for ordinary 
trade requirements. 

2231. Would you say there is no fear of such a 
step leading to a disastrous crisis ?—You mean the 
contraction of the currency ? 

2232. I mean the melting down of 10 crores of 
rupees ?—I think that all depends again upon whether 
the currency has contracted or not. I may say that 
this is a very difficult question for me to go into, or 
for anyone to answer, I think. 

2233. I think you said the reason why exchange 
does not rise to gold point is want of confidence in its 
stability ?—That is partly the reason, and another 
reason is that a merchant at the present time will not 
sell his bills, because tlie rale of exchange is very 
high, and he thinks that by selling now he may do 
worse than if he sells a little later on. 

2234. Do you think the reason may have a great 
deal to do with the high gold rate which has been 
fixed Upon ?—I do not quite follow that. 

2235. Tho Is. 4 d. rate, for instance. May not the 
reason be that people consider that that rate is too 
high ?—No, I do not think that. I think there would 
be the same inclination, whatever rate was fixed, to 
hold off from selling bills at the top of the market 
unless under a sound currency system. 

2236. But if it were believed that Is. 4 d. was a 
rate likely to be supported by natural trade influences, 

would there be any occasion for want of confidence ?_ 

No, I think not. 

2237. And does not the want of confidence rather 
imply that people do not believe that ] .5. 4 d. is a rate 
which would be supported by natural trade influences ? 
—I do not think so. 

2238. It is natural trade influences that must 
support the ratio in the long run ?—I think so. Of 
course, I answer all these questions subject to the 
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opinions that I have given with regard to such consi¬ 
derations as the gold prices of produce. For instance, 
I say that if the rupee goes down, the gold prices of 
Indian produce have an inclination to be lower; and 
at Is. id. I think the trade of the country will go on 
just as well as at any other rate. ' 1 

22.i0. 1 ou said, in reply to the Chairman, that you 
believed ft Is. 4 d. rate would be maintained, provided 
the exports were kept up ?—Yes. 

2240. That is a very important condition, is it not? 
—Yes, it is. 

2241. Does it not imply that if the exports were 
not kept up, you would doubt the maintenance of a 
Is. 4 d. rate ?—If exports were not kept up, I think 
India would be bankrupt—she could not pay her 
debts. 

2242. What is your opinion as to the effect of a 
high or low exchange on exports and imports, or on 
the balance of trade ?—My idea is that, no matter 
what the rate of exchange is, the trade of the country 
will go on exports and imports will go on when an 
adjustment has taken place. 

2243. Then what is the meaning of your reservation 
as to the Is. 4 d. rate, when you said “ provided the 
exports were kept up ? ” If the trade of the country 
would go on at any rate, why do you make that reser¬ 
vation ?—Well, if exports ceased from India, India 
could not pay her way at all. I forget exactly what 
led up to the answer you are quoting. 

2244. Do you believe that a high exchange checks 
exports and stimulates imports ?—Yes, that is so until 
an adjustment takes place. 

2245. It does ?—Yes. 

2246. I hen, if a rate checks exports and stimulates 
imports, it has n very important influence on the trade 
balance ?—It has, yes. 

2247. But exports, of course, are not the only factor 
in the question ?—No. 

2248. Imports have an equally important bearing P 
—Quite so. 

2249. And if, owing to high exchange or any other 
cause, imports were increased in an equal degree to 

exports, would not that modify your view ?_At 

present exports and imports simply balance them¬ 
selves. 

2250. But you say that a high rate checks exports 
and promotes imports ?—Yes. 

2251. So that if a high rate of exchange promoted 
imports, it would alter the balance of trade to that 
extent ?—Quite so. 

2252. Bow as- to the Is. 4 d. ratio. Of course, you 
will admit that that is a very important part of the 
question ?—Oh, very. 

2253. On which no final decision should be come 
to without very full consideration ?—Well, I think 
the matter has been already given great consideration, 
and if the matter were considered again and the rate 
were reduced, I think the effect on the whole question 
would be most serious. 

2254. But the rate has net been fixed yet at Is. 4a. 
The Government scheme contemplates fixing it at 
Is. 4 d .; but when the Act of 1893 was introduced, Sir 
David Barbour said tlmt the fixing of a ratio was to 
be left to future experience. So that at the present 

moment Is. 4 d. is not fixed as ihe rate ?_Well, I 

think Is. 4'7. is fixed in the idea of the public and’of 
tlie world generally. 

2255. Do you consider, because Is. 4 d. is adopted 
in the public idea, that that is an adequate reason for 
taking the final step ?—1 think it is a very great 
reason for maintaining the rate at Is. -id. 

2256. Would a more weighty consideration be 
whether experience bears out the idea that 1*. 4 d. is 
a practical rate ?—I do not quite follow that. 

2257. Public opinion is one thing. Would not the 
question whether experience bears out the idea that 
Is. 4c l. is advisable, be a more weighty consideration 
than mere public opinion ?—I think it would. 

2258. Another important question would be whether 
the Is. 4e7. rale would inflict no injury on trade?— 

I do not think it would inflict injury on trade. 
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2259. But you would consider a forced or un¬ 
naturally high rate a mischievous thing from the 
commercial point of view; Ido not say that lx. 4d. 
is an unnaturally high rate, but would you consider 
that a forced or unnaturally high rate would be 
mischievous ?—I think it would be, yes. 

2260. In what way ? In the checking of production— 
lowering prices, for instance, and checking production ? 
—That is one reason. 

2261. And if production were checked, it might 
interfere with India’s ability to pay her foreign 
indebtedness?—That all goes back to what I put 
to you before—whether I am right or not I do not 
know—and that is the question of the gold prices of 
Indian produce. 

2262. You are aware of the course of exchange in 
the last five years?—Yes. 

2263. Exchange has never approached lx. 4 d. when 
Government were selling their full 17 millions of 
Council Bills ?—It has at present. 

2264. But last year they only sold about 9 millions? 
—Yes. 

2265. In the only two years when they sold their 
full quota, exchange was very much below lx. 4 d. ? 
—That is so. 

2266. Then, to be a success, the Government’s 
currency scheme should not only enable Government 
to sell its full 17 millions of Council bills, but should 
also ensure sufficient gold coming into the country as 
currency to satisfy the country’s requirements ?—Yes. 

2267. As you have said already, practically no gold 
has been paid to the Government for currency pur¬ 
poses for the last five years ?—I believe there has 
been about 170,000Z. 

2268. That is not much ?—No. 

2269. Is it within your knowledge that the price of 
gold in the market has always been higher than 15 
rupees to the sovereign ?—I believe it is, very 
slightly. 

2270. It is very slightly now, but it has been very 
considerably above it ?—I cannot say to my own 
certain knowledge. I do not deal in gold, and I 
cannot answer that. 

2271. Are you aware that last year India imported 
Rx. 4,900,000 of gold, all of which was sold at a 
higher price in India than 15 rupees to the sovereign ? 
—I am not aware of the amount, but I know there 
was a large amount. That I attribute partly to the 
Council Bills being stopped. That, is a very important 
point. 

2272. You do not attribute it in any sense to the 
rise of exchange ?—It may have something to do with 
the rise of exchange. 

2273. The rise of exchange, of course, meant that 
gold could he sold out there cheaper ?—Yes. 

2274. So that there is an instance where a rise of 
exchange has had a decided effect in stimulating 
imports ?—Yes. 

2275. Then the Government would have to borrow 
largely to enable them to acquire gold iu order to give 
a sovereign for 15 rupees as well as to give 15 rupees 
for the sovereign ?—That is so: 

2276. Considering that the price of gold has never 
fallen to 15 rupees to the sovereign all these five years, 
do you think it absolutely certain that Government 
would retain the gold when they put themselves in 
that position ?—That is a point that I have taken up 
before, namely, that, if a very great quantity of gold was 
tendered for conversion, the amount of currency in the 
country would he diminished, that is to say, for every 
million sterling remitted a crore and a half of rupees 
must come out of circulation. 

2277. But the only way of withdrawing it would not 
be to remit it; it might be withdrawn for hoarding, 
would there be no danger of that ?—But so much of the 
rupee currency comes out of circulation. 

2278. Of course, the failure to carryout the scheme 
would be a serious calamity, would it not ?—Oh, 
terrible, most serious. 

2279. And is the risk of failure in your opinion 
so small that Government would be justified in adding 


largely to the sterling debt in order to carry out the 
experiment ?—I think my answer to that must be as 

1 stated in the Viceroy’s Council on the 21st January, 
namely, that a fall in exchange implies just as great a 
liability to the Government as a demand on the 
conversion fund. 

2280. The debt, of course, would remain, whether 
the experiment succeeded or not ?—Yes. 

2281. (Mr. Le Marchant.) Are there not periods 
when for the financing of crops, or any other purpose, 
large movements of currency from the centres take 
place ?—Yes, there are. 

2282. The jute crop, and so on ?—Yes ; for instance, 
in the months of August and September there is a very 
great deal of money required to be remitted from 
Calcutta to Eastern Bengal for the financing of the 
jute crop. Later on in the season, the Bank of Bengal 
sends down a great deal of money to Burma for the 
financing of the rice crop. 

2283. Have you any idea what that comes to ?— 
For the jute crop, I think it is 7 to 10 crores of rupees, 
according to the extent of the crop. 

2284. Of those 7 crores of rupees sent out from 
the capital, have you any idea how much never 
returns ?—I have been told, on the authority I think 
of the Bank of Bengal, that about 2 crores remain in 
Eastern Bengal. 

2285. So that you would think that the currency 
in the capital, or the currency at the centres, would be 
reduced by about 2 crores every year, besides the 
reduction that might take place by loss and wear—it 
would be reduced by 2*crores being retained by the 
jute people who are interested in growing jute ?— 
That is what is said in Calcutta. 

2286. Is there any similar reduction for the rice 
season ?—I think, in the case of rice, a great deal of the 
money that is sent to Burmah comes back again. 

2287. So that the total reduction would be only 2 
crores from the centres ?—I should not say that. It 
might be more than that, but that is for jute. 

2288. I mean, the jute reduction would be about 

2 crores?—Yes, I may say the people in Eastern 
Bengal are probably the most prosperous in the whole 
of India. 

2289. I think you answered Mr. Campbell that, 
unless the bank who had brought its bills to London 
bought a Council draft on Calcutta, there would be 
that much more capital, if you like to call it so, left 
in London ; hut the bank, buying a bill on Calcutta, 
would not increase the currency in Calcutta, would it? 
—The operation suggested by Mr. Campbell would 
not increase, the currency in Calcutta, it would have 
no effect on the currency in Calcutta; there would be 
no difference in the currency of India. 

2290. The only way of increasing currency in India 
would be for the bank to send back something that 
could be turned into currency—that is to say, at the 
present moment, gold ?—Or Council bills ? 

2291. The Council hills do not increase the currency 
of India. They take it from the Government’s hands, 
but they do not increase the currency of India ?—That 
is so. 

2292. The only thing that would increase the 
currency, as we now stand, is to send gold, which could 
he converted into rupees at 15 rupees to the £ ?—I 
am not quite sure about that, point; perhaps you might 
refer to Mr. O’Conor on that matter. I think if gold 
is tendered now, rupees will be released from the 
currency reserves, not fresh rupees coined. 

2293. Now I would like to ask you one more 
commercial question, and that is about shipping. I 
suppose there are sometimes too many ships and 
sometimes too few ships, and then freights rise or 
fall according to the number of ships and the amouut 
of freight offering ?—Certainly. 

2294. It has been stated here that the shipowners 
are strong enough to raise their rate as the rupee falls, 
so that the advantage should not get to the grower. 
Is that your experience ?—I am glad to think that 
they are not. 
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2295. You do not think that there is any combina¬ 
tion amongst the shippers strong enough to act 
against supply and demand ?—There is a combination 
amongst the shippers as regards freights between 
Calcutta and London. 

2296. But they cannot maintain the rate them' 
selves ?—Certainly not. 

2297. The rates are fixed by shipment, and not by 
the value of the rupee ?—Certainly. 

2298. You were asked whether, in your opinion, 
internal trade would require much gold (lam merely 
recapitulating), and you said “No” ?—That is so. 

2299. Were you there distinguishing between the 
gold actually wanted for circulation for internal trade 
purposes and what the Government of India term the 
marginal supply, that is to say, the excess above the 
minimum that would be required in active times, and 
not in slack times ?—Yes. 

2300. Would you explain what you mean by the 
circulation for internal trade?—I think for internal 
trade anything like a sovereign is too high a unit. A 
sovereign for internal trade would not be required to 
any great extent, if at all. . 

2301. On that point, would not the sending out of 
capital, as suggested to you, exactly reverse the effect 
that the withdrawal of capital recently has produced ? 
—Quite so. 

2302. Without going into the precise details of the 
way in which it does so, that would be, we may take 
it, the actual effect ?—Yes. 

2303. If, therefore, any currency plan conciliates 
confidence, and causes capital to be sent out, so far as 
that influence goes it would tend to maintain ex¬ 
change ?—Certainly. 

2304. With regard to the effect on currency, do the 
high rates following on the withdrawal of capital 
occur although the volume of currency remains un¬ 
touched ?—The high rate of interest ? 

2305. The high rate of interest. That is to say, has 
the volume of currency been affected by the with¬ 
drawal of capital ?—Not the total volume of currency 
in India. 

2306. In the whole country ?—No. 

2307. But the distribution of it has been affected ? 
—Yes. 

2308. It has passed into hands that do not use it in 
the same way as it was used when it was in the hands 
of the banks?—Yes. It probably passed into the 
hands of people whose business it would not be to lend 
money, 

2309. (Sir. D. Barbour.) And it remained there ?— 
Oh, no. I fancy it would get back in time to the centres, 
but not to the banks, who have been remitting to 
England their loanable capital. 

2310. (Mr. Le Mar chant .) Under the existing 
notification, so far as I know, it is quite open to the 
public, if they have confidence, to send their gold and 
have an actual addition made to the existing currency. I 
am not asking if that is the only way, but I am asking 
how the community at present get the currency they 
want and can demand ?—It would come out of the 
currency reserves, I think. 

(Chairman) I thought Sir David Barbour had 
cleared that up last time. Any person presenting a 
sovereign is entitled, of course, to 15 rupees for it; 
then I understood Sir David Barbour to say that the 
Indian Government could, if they chose, coin more 
coinage as against that gold. 

(Sir D. Barbour.) My impression is that the 
Government can coin against that gold or without 
that gold—in any way it pleases. 

( Chairman) I want to be clear on that point. Of 
course, we are all agreed that if they intended to 
manipulate the currency simply for the purpose of 
paying their debts, that would be a dishonest proposal; 
but if a man presents gold in the way prescribed by 
notice, the Government can either coin to the extent 
of that gold in addition to the currency, or it can bring 
so much of the existing currency, which is now in the 
Treasuries, into circulation. 


(Sir D. Barbour) The intention was that, if gold 
were presented under this arrangement, the silver 
rupees should be provided out of the balance in the 
Treasury, and not by buying silver in England and 
coining it into rupees. 

( Chairman) But, if necessary, it could be done. 

(Sir D. Barbour) It could be done. 

(Mr. Campbell) That is, the gold would be used 
to purchase silver for coins. 

(Sir D. Barbour). No. If 16(7. in gold was 
offered to the Treasury, that would be put into the 
Treasury, and a rupee would be given out of it; 
nothing more. 

(Mr. Campbell) But if the rupee coinage was 
getting scarce, then they might use that gold to 
purchase silver. 

(Sir D. Barbour) They might coin more, just as 
in this country, if shillings were getting scarce, they 
could buy more silver and coin more shillings. 

(Mr. Campbell) Would not the natural course be 
to use the gold they had to buy silver ? 

(Sir D. Barbour) Or the Secretary of State might 
draw an extra half million. 

2311. (Mr. Le Marchant) So far as the public 
are concerned, would they view their power of 
claiming additional currency as dependent on their 
importing gold at present ?—I think so. 

2312. And in that respect, would it be parallel to 
the case of this country where, by importing gold, 
fresh currency is made available for the public. I 
will put it in this way. Do you consider the high 
rate of discount here is an inducement to gold to flow 
in ?—It is an inducement to gold to flow in or it stops 
the flow of gold out. But that is not the case in 
India. The high rate of interest in India will not 
attract fresh capital to India, or stop capital leaving 
India. 

2313. Owing to some circumstances ?—Owing to 
the want of confidence in the standard. 

2314. But I am talking of the principle. A high 
rate of discount here is regarded, as you say, as either 
stopping the outflow or reducing the inflow of gold ? 
—Yes. 

2315. And to the extent to which it does that, does 
it place more currency at the disposal of the banks ? 
—I should think it had that effect. 

2316. And more money and credit generally?—I 
think so, that is to say, if there is an influx of gold, 
I think that is the effect. 

2317. You would view then the influx of gold into 
England as acting, in result, in the same way if they 
take place—of course, there are differences of detail ? 
—Yes. Under an effective gold standard in India, 
I should consider them the same. 

2318. And it would give an opportunity of expand¬ 
ing the currency in India if the influx did take place ? 
—Yes, that is under an effective gold standard. 

2319. With regard to exchange and exports, I 
think you said it was a question of prices, partly 
sterling prices, whether exports came out ?—I think 
so. For instance, thp recent high prices of wheat in 
Europe have led to a very large export of wheat from 
India, notwithstanding the fact that last year was a 
famine year. There has been an enormous export of 
wheat from India. 

2320. So far as that went, would that in itself tend 
to raise exchange ?—Yes, it would. Whenever wheat 
has gone from India, the rate of exchange has generally 
gone up considerably. 

2321. The price of wheat then would affect the 
exchange?—Yes. I may say, when I talk about 
large shipments of wheat putting up the rate of 
exchange, that that was in the old days, when the 
mints were open. It would not be so now. 

2322. But to that extent, up to la. 4</., the increased 
demand for sterling abroad would strengthen the rate ? 
—Yes. 

2323. To that extent the exchange would follow 
exports ?—Yes. 

2324. When you said that a low exchange might 
stimulate exports, did you mean what I might call a 
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permanent level of low exchange, or a falling ex¬ 
change ?—I meant a falling exchange. 

2325. Would you explain briefly how you put 
that ?—Suppose, with the rate of exchange at Is. 4 d., 

I can afford to sell wheat at 41s. a quarter, but the 
London price is only 40s. A drop in exchange to, say, 
Is. 3 \d., would enable me to sell at 40s. In this way 
a falling exchange enables business to be put through. 

2326. What form does that competition usually 
take as rates of exchange fall ? Would it take the 
form of lowering the sterling price or raising the 
rupee ? Can you give us any information as to that 
from your own experience ?—I should say that when¬ 
ever an export merchant saw the rate of exchange 
going down, he at once dropped his selling gold 
price. 

2327. So as to effect a sale ?—So as to effect a 
sale. 

2328. After the transactions, had the prices at each 
side a tendency to adjust themselves ? You say 
sterling prices fell. Would the result of that be that, 
taking the sterling price so arrived at and the 
exchange, an adjustment had been reached, so that it 
would cease to be profitable to export at that ex¬ 
change ?—I think that would be the effect. Probably 
the next business that was done would be done at a 
lower gold price, which I think would have the effect 
of lowering the rupee price of produce in India. 

2329. There would be a succession of falls ?—A 
succession of falls. 

2330. With regard to any experience you may have 
in the past as to circumstances bearing on a particular 
rate of exchange, for instance, lv. 4 d., Is. 3 d., or 
I«. 2d., or whatever you may have observed, would 
you consider that there was a considerable variety of 
conditions that tended to determine the rate of ex¬ 
change at any one moment ? Would there be many 
influences or many factors all contributing to fix the 
rate at any moment ?—1 think so. For instance, if 
there was a very large business in exports (I am talk¬ 
ing of the time before the mints were closed), the 
inclination would be for the rate of exchange to rise. 
If there was a very large business in imports, the 
tendency would be for the rate of exchange to decline, 

2331. How far do you think it would be possible 
to argue from the past as to the future ?—What I say 
is, arguing from past experience, the probability is 
that the drop in the gold prices of Indian produce 
with a very low rupee would be very great. I have 
gone into that point, I think, already. 

2332. A material condition bearing on exchange 
has been the want of confidence ?—I think a very 
material consideration. 

2333. Have there been any decided expressions, 
within your knowledge, of native feeling on the 
present policy ?—So far as the native press is con¬ 
cerned, I do not think there has been any feeling at 
all. When the native press in India has a grievance 
everybody hears about it; but with regard to this 
question I do not think I have seen a single native 
paper take it up and complain about it, except that 
one of them quoted an article from an English news¬ 
paper in Calcutta, called the “ Indian Daily News.” 
The “Indian Daily News ” wrote a very rabid article 
about the question, saying that the natives had a 
very great grievance and would probably rise, or 
words to that effect; certainly it was an article which, 
as an Englishman, I did not like. 

2334. ( Sir F. Mowatt.) The ground that I wanted 
to take you over has been to a very large extent 
covered by tlie questions that have been asked you 
this morning; but there is one single point on 
which I should like to ask you a few questions. You 
have said that for the proposal you have advocated 
there should be an absolute convertibility of the rupee ? 
—That is what I should like to have, provided it could 
safely be done, 

2335. And you admit that would require either a 
reserve fund or a conversion fund, or whatever you 
may call it ?—■Yes. 


2336. And it is desirable that that fund should be 
as small as possible ?—I think so. So that India 
should do as little as possible to assist in appreciating 
gold. 

2337. And you thought that fund would be all the 
smaller if it had the guarantee of the Government 
behind it?—Yes. 

2338. And that is your object in recommending a 
guarantee ?—Yes. 

2339. The object of that conversion fund would be 
to meet a desire to have gold for silver. Where 
silver was for any reason brought to be changed 
into gold, the gold would be there ?—Yes, that is to 
say, where the balance of trade was against India, the 
gold reserve would come in. 

2340. I think I understood you, that in the slack 
seasons the demand for gold would be greater ?—The 
demand in India for gold, yes. 

2341. And in busy seasons somewhat less ?—Much 
less. 

2342. Would you say that this periodical variation 
would enable speculators to demand gold and silver 
alternately from the Government, and so always to 
make a profit out of the Government; or would you 
consider the Government sufficiently safeguarded by 
fixing limits within which they would sive gold for 
silver ?—I think Government should fix rates under 
which they might make a profit for themselves. 

2343. You would not say, therefore, that that con¬ 
version would tempt the speculators to raid the con¬ 
version fund?—I think if the conversion fund was 
made very small, unless there was a strong guarantee 
backing it, a ring of speculators might possibly try to 
get behind it. 

2344. I understand the silver currency is about 
120 crores, or, roughly, 80 millions sterling ?—Yes. 

2345. Any draft on the gold reserve would neces¬ 
sarily be accompanied by an equivalent withdrawal of 
rupees from circulation ?—Certainly. 

2346. Then the utmost demand that could be made 
would be to the extent of that 80 millions sterling ?— 
Unless rupees came out of hoards ; if rupees came out 
of hoards, there might be a greater demand. I under¬ 
stand Mr. Harrison’s estimate of the circulation is that 
it is 120 crores, without including the rupees hoarded. 

2347. As the rupee became scarcer, it would become 
so necessary for the purposes of trade as to find its 
way back out of hoards into circulation ?—Certainly. 

2348. Then the interest on the 80 millions at 21 per 
cent, would be about 2 millions a year ?■—Yes. 

2349. That, therefore, is the utmost total fiuc that 
India would have to pay for convertibility — two 
millions sterling a year ?—Two millions additional 
taxation might have to be imposed on India—quite so. 

2350. I understood from you that the price India 
would have to pay iu the way of increased taxation, if 
the mints were re-oponed, would be about 11 or 12 
crores ?—11 or 12 crores as a minimum taxation. 

2351. That would practically be between seven and 
eight millions ?—Between seven and eight millions. I 
say minimum taxation, because I hold that if the 
mints were opened the maximum rate of the rupee 
would be 11 d. 

2352. While the increase in the one case would be 
two millions, the taxation in the other case would be 
about seven millions ?—Yes, 

2353. Therefore, putting all other considerations out 
of the question, it would be a very much better bargain 
for India if she sank the whole of her 80 millions, 
providing she obtained convertibility ? — I should 
think so. 

2354. (Sir D. Barbour.) In your former examina¬ 
tion we came to the conclusion that capital went out 
to India, or might go out to India, for two purposes 
—either for banking purposes, the buying and selling 
of bills, or for investment in industrial undertakings 
such as tea gardens, jute mills, cotton mills, or 
railways ?—Certainly. 

2355. Has less capital been going into tea gardens 
in the last five years than formerly ?—No, I think 
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rather more capital has gone into tea gardens in the 
last live years than formerly. 

2356. Notwithstanding the uncertainty as to the 
exchange?—I should think more. I cannot answer 
the question exactly. 

2357. And with regard to jute mills, what do you 
say ?—There has been a great deal of money put 
into jute mills. Of course, the trade has been very 
prosperous. 

2358. Have you any information about cotton mills ? 
—I think, so far as English capital is concerned, that 
is capital remitted from England to India, there has 
been very little. 

2359. Was there much capital put into cotton mills 
before 1893 ?—I do not think English capital has 
gone to India for the purpose of building cotton mills 
to any very great extent. There is more native capital 
in the Bombay mills. 

2360. There has been a great deal of capital put 
into railways in the last few years ?—Yes. 

2361. Much more than usual ?—Much more than 
usual. 

2362. So that in point of fact the amount of capital 
that has been put into industrial enterprises in India 
in the last live years has been very considerable ?— 
very considerable. 

2363. You know that some of the owners of tea 
gardens say that a fall in exchange is the best thing 
for them that could happen ?—I know they say that. 

2364. So that the fear of a fall in exchange would 
not prevent them from putting their money iuto tea 
gardens ?—I suppose they look at it in this way, that 
if they made 10 per cent, on their money they would 
put so much of that 10 per cent, into a sinking fund. 

2365. You know that the tea producers, as a rule, 
would like to see a fall in exchange ?—Oh, yes. 

2366. Therefore, the fear of a fall in exchange 
would not prevent their putting money into the tea 
industry ?—Just so. 

2367. In point of fact, they have done so ?—Yes. 

2368. Now, a high rate of discount in Calcutta and 
in the Presidency towns of India began in December 
1896, and has continued pretty steadily since ?—Yes. 
Except betvveeu June and October of last year, when 
there was a temporary decline. 

2369. The figures are here; but roughly, with the 
exception of the temporary interruption, the rate has 
been high?—Yes. 

2370. The supply of loanable capital in Calcutta 
and Bombay is affected by borrowing by the 
Government ?—YeS. 

2371. The more the Government borrows the more 
is taken out of the market ?—Yes. 

2372. I have the figures here. For the years 
1894-95 and 1895-96 the Government did not borrow 
at all in India ?—That is so. 

2373. In fact, in 1894-95 I find that they paid off 
Rx. 1,172,338 ?—Yes. 

2374. That would be an actual addition to the 
capital available in India ?—Yes. 

2375. Then in 1896-97 they borrowed Ex. 
5,326,125; but two millions of that came out of 
the currency reserve ?—Yes. 


2376. That two millions did not withdraw any¬ 
thing from the capital available in the country ?—No. 

2377. Then in 1897-98 they borrowed Rx. 
2,570,500?—Yes. 

2378. And for this year the estimate is Rx. 
2,675,000?—Yes, which, in my opinion, they will not 
get. 

2379. There has also been a certain amount of 
money raised for railways in India and paid to the 
Government. In 3895-96 the amount was Rx. 
163,800; in 1896-97 the amount was Rx. 328,200; 
in 1897-98 it was Rx. 704,800; and in 1898-99 it is 
estimated at Rx. 1,440,000?—Yes. 

2380. That withdrawal of capital would more or 
less—I do not say account for all the tightness of the 
money market—but it would tend to make what is 
called banking money scarcer in India ?—Yes. 

2381. ( Mr. Hambro.) When the Government 
borrows, is it not for the purpose of paying it out 
again to pay its debt ? It does not hoard it, does it ? 
—No. 

2382. It pays the money out at once?—It pays 
it out as it requires to do so. 

(Mr. Hambro .) Then that would not affect the 
money market. 

{Chairman!) It borrows it for new works. 

(Mr. Hambro.) But it pays it out at once. 

2383. (Sir D. Barbour .) If it were the case that 
borrowing money and paying it out for works did not 
affect the money market, then I suppose you could 
borrow an indefinite amount of money, provided you 
only paid it out for new works immediately ?— 
Quite so. 

2384. On that hypothesis, you might borrow 
100,000,0007., provided only you paid it out at once ? 
—Quite so. 

2385. As a matter of fact, do you think it would 
be possible to borrow 100,000,000/. of capital in 
India?—No. 

2386. Whether you paid it out at once or hoarded 
it ?—I think not. You mean all at one time ? 

2387. Or even in the course of, say, two or three 
years ?—Over a certain number of years it would be 
possible. 

2388. Of course, if you spread it over a hundred 
years it would be possible; but do you think you 
could raise 20,000,000/. sterling or 20 crores of rupees 
in one year?—I do not think you could ; you could 
borrow very little at the present time. 

2389. Or at any other time ?—I think not. 

2390. Then in 1897-98 the Government did not 
borrow as much as it intended to borrow ?—No. I 
think they intended to borrow Rx. 4,000,000, and 
they only borrowed Rx. 3,000,000. 

2391. At all events, because of the scarcity of 
capital, the Government reduced the amount they 
intended to borrow from about Rx. 4.000,000 to 
Rx. 3,000,000 ?—Yes 

2392. The scarcity of money in India began 
immediately after the Government began to borrow 
largely in 1896-97. They borrowed about July or 
August, and the scarcity began in December of the 
same year ?—Yes. 


The witness withdrew. 


Mr. Francis Capel Harrison called and examined (7th June 1898). 


2393. (Chairman.) I understand you hold the 
office of Accountant General of Madras ?—Yes. 

2394. How long have you held that office ? —About 
three years. 

2395- We understand that you have made a special 
study of the volume and composition of the coin which 
is circulating in India ?—Yes. 

2396. What are the facts and statistics on which 
your investigation has been founded?—Since 1876 
the Government of India have examined 2,000 rupees 
at every treasury in India, and split it up into the 
various years in which the coins were coined. They 


have done this every May—for the last 22 years— 
since 1876. The idea, I “believe, was to accumulate 
data for determining the circulation by Jevons’ 
method. Jevons attempted to determine the circu¬ 
lation of sovereigns in England by a process similar in 
its inception to that used by me. Instead of making 
a single examination as he did, we have made one 
every year. In France there have beeii similar exa¬ 
minations under the direction of M. De Foville on 
behalf of the Government. We have found that each 
mintage makes a contribution to the circulation pro¬ 
portionate to its volume. For example, ti coinage of 
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10 crores might appear three years after its issue as 
10 per cent, of the circulation, and suppose the next 
year the coinage was nine crores, three years after¬ 
wards the circulation of this issue might he, say 9 per 
cent. Thus we find the contribution of each mintage 
to the circulation varies steadily according to the 
quantity minted. 

2397. You have statistics of the number of coins 
coined for a much greater number of years than the 
years of your investigation?—Yes, since 1876. 

2398. But you must find somo coins which were 
coined before 1876 ?—Quite so. I misunderstood 
your question. Our examinations date from 1876, 
but our statistics of coinage arej aplete from 1835, 
the year we commenced to coin our present rupee. 
In every 2,000 rupees we examined, wo found a con¬ 
siderable proportion belonging to the earlier years. 

2399. But for each of the earlier years, you know 
the number of coins which were issued from ail the 
mints available ?—Precisely; we know the exact 
number. 

2400. How far back do you find the coins circula¬ 
ting ?—We commenced coining and circulating our 
present rupee in 1835. We coined the same rupee 
from 1835 to 1840. Though we coined it for those 
years, we dated it 1835. Prom 1810 to about 1852, 
we coined another rupee with the date of 1840. 
From 1852 to 1860, we coined another rupee with 
the date of 1840, but slightly larger, so that we can 
identify it. From 1862 to 1873, we coined another 
rupee, dated 1862. After 1873, we date our coins 
the year of their issue. 

2401. In other words, your coins are identified by 
the date of issue, just as coins minted in this country 
are identified by the device and the particular design 
of the coin. Your one date lasts for years like our 
device ?—Up to 1873. 

2402. Are you able to say how many actual coins 
have been examined by you?—Yes. We have ex¬ 
amined about a quarter of a million rupees every 
year. 

2403. For 20 years ?—For 20 years. 

2404. And the accuracy of the results which you 
have to put before us depends, of course, upon these 
quarter of a million rupees each year fairly represent¬ 
ing the averago of what is in existence, ?—Quite so ; 
and as our revenue is a very large part of the transac¬ 
tions of the country, and as our treasuries are situated 
in very representative spots, for the sake of our own 
convenience in the collection of the revenue, I think 
that the coins we have examined may he taken quite 
to represent the coinage that is in circulation at. the 
time. 

2405. Have you any doubt, from the experience 
that you have had, that the results that you have 
arrived at are reliable representative results ?—I have 
not the smallest doubt about it. 

2406. Now I think it would be desirable if you tell 
us what results you have actually reached as regards 
the total volume of metallic currency. Take, for 
instance, the 10 years 187G to 1886?—I should put 
it rather in this way. I think the circulation might 
be put at about 115 crores in 1886, and that it had 
been constant (roughly speaking) at about this figure 
for some years previously. 

2407. How have you arrived at that result ?—I am 
afraid it is rather difficult to explain the method 
adopted. Suppose the mintage in, say, 1882, was 10 
crores of rupees. Under our system that 10 crores 
of rupees passes entirely into the possession of Govern¬ 
ment originally. That happens in this way. When 
an importer of silver in the days prior to the closure 
of the mints came to Government, the Government 
gave him a mint certificate for the value of the silver 
he brought, for which he could obtain notes or 
current rupees, but Government took over the actual 
silver he tendered. The result is that all new rupees 
first pass into the possession of the Government, so 
that the Government know where they art;; thence 
they pass i«to the currency reserve, and from there 
the public take them out by cash or notes. So that we 


can tell pretty well where the 10 crores of silver is im¬ 
mediately after it is coined. Now let us suppose that 
10 crores were coined in 1882—I do not mean that 
that was the fact, but I am biking this as an illustra¬ 
tion—we would find that it would take about two or 
three years for the coins to merge completely in the 
circulation. According to this hypothesis, the 1882 
coinage would have passed into the general circulation 
by 1886. Let us suppose at our census of the circu¬ 
lation in 1886 we find the 1882 rupee forms 10 per 
cent, of the coins examined, wo then know the total 
circulation. 

2408. Four years afterwards, you assume that the 
1882 rupee is 10 per cent, of the circulation ?—Yes; 
then on this supposition we can calculate the circula¬ 
tion. 

2409. Provided there is no fallacy in your statistics 
from the fact that the coinage you collect came from 
a place in which there would be a larger proportion 
than would be natural of the 10 crores coined in 
1882 ?—-Exactly, and as we examined so many samples 
I think we may take it that we do get a representative 
result. In this way tve get at any rate a maximum 
figure. Assuming that that 10 crores has passed 
into the circulation, the maximum circulation would be 
100 crores. Then one has to make certain deduc¬ 
tions. We know, of course, for instance, that 
between 1882 and 1886, the coinage of 1882 must 
have suffered some loss by export or by melting, and 
that loss has to be measured upon just that amount 
of the coinage of 1882 that did pass into circulation. 
This we can arrive at roughly by the previous cen¬ 
suses. For example, of the 10 crores coined in 1882, 
we may find that they formed 3 per cent, of the cir¬ 
culation in 1883, 5 per cent, in 1884, 7 per cent, in 
1885, and so on until it reaches its maximum of 10 per 
cent, in 1886. It would be a long and intricate 
business to explain bow I arrive at the rate of loss 
suffered by the 1882 coinage as it passes into the 
circulation. That Tate, however, would be taken on 
the quantities actually present in these years 1883, 
1884, and 1885. 

2410. From that, how do you get at your total of 
115 crores in circulation in 1886?—What I have 
just been giving is a hypothetical example, explaining 
my method very roughly. In point of fact, the coinage 
of 1882 was 7'14 crores. 1 took round and fanciful 
figures to simplify the reasoning. In point of fact, 
arguing on the coinage, of 1882, I arrive at 115 
crores. Arguing on the coinages of other years im¬ 
mediately preceding, I arrive at about the same result. 

2411. So that the 115 crores which you give as the 
amount of rupees in circulation, is not cumulative in 
what you find each year, but it is the result of the 
average of each year taken separately ?—It is the 
result of independent estimates of a very large number 
of years, taking into account the loss. 

2412. Then in the year 1888-89 had you a special 
examination in that year ?—We have examined up to 
1898. If I am correct in saying that the circulation 
is 1J5 crores in 1886, and I find that that is the 
estimate which I arrived at by taking many averages, 
then it follows that the circulation is constant, and 
if 1 know the coinage of the lew years preceding I 
can then calculate the loss. For example, I know 
that the coinage from 1875 to 1886 averaged about 
6^ crores. If the circulation was constant, it follows 
that the loss was 6j crores. 

2413. At any rate, you put it to this extent, and 
you do not ask us to go further, that in all the calcu¬ 
lations you have made from 1876 to the present time 
the best estimate you could give is that the circulation 
of rupees was 115 crores ?—In 1886. 

2414. Ho the results got in 1388-89 confirm that? 
Yes, hut 1 think they give a rather higher figure, and 
that figure is corroborated by the fact that the coinage 
was greater. The average coinage was 6j crores 
shortly before 1886. I find from 1886 to 1888 it was 
nearly 8 crores. That would account for a probable 
rise, of 1 he circulation to about 120 crores. Then from 
1889 to 1892 the coinage was 9.V crores yearly, and the 
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coinage in 1893 was nearly 8 crores. Arguing on 
those figures, and on the results obtained from the 
later censuses, I think it is probable that the circulation 
grew to about 128 crores iu 1893. 

2415. When you talk of what is circulating you 
include all the rupees wherever they may be ?—Not 
those hoarded or exported. 

2416. Have you been able since the closing of the 
mints, in any way further to test your conjectures ?— 
Yes; for instance by the William IV. rupee. We have 
begun to recall the William IV, rupee. That is the 
rupee coined between 1835 and 1840. 

2417. The first you mentioned ?—Yes. 

2418. What has happened with regard to that 
rupee?—I find that the William IV. rupee ia 1892 
formed 1’69 of the circulation. I will not read out 
the whole table, but the percentage dropped in 1896 
to T2, and in 1897 to ’7 as far as I can make it. We 
know the amount we have recovered of the William 
IV. rupees. If we have a drop from T2 to -7, and 
we know that that drop is represented by 86.j lakhs, 
we can then calculate the circulation. 

2419. When did you begin to withdraw the 
William IV. rupee?—In February 1896,1 think it 
was. 

2420. And how many have you actually with¬ 
drawn ?—The amount recalled from February 1896 
to May 1897 was 86^ lakhs. 

2421. What proportion does that bear to what was 
known to be coined of that particular rupee ?—It is 
about one-nineteenth. 

2422. Then you have withdrawn, about half?—No, 
we have only recovered out of 16| crores 86£ lakhs. 

2423. Then since you began to recall these rupees 
have you tested the number that you get in the same 
way that you did before ?—The examination is con¬ 
tinuous. Take this argument. If a reduction from 
1"2 to '7 is equivalent to 86|- lakhs, we then arrive 
at the total circulation. 

2424. Do the figures confirm that generally ?—Yes, 
the result works out at 105J crores. For reasons 
which it would take too long to detail, I would raise 
this figure to 120 crores, representing a loss since 
1893 of 8 crores in the circulation. 

2425. (Sir J. Muir.) May I inquire if the 1835 
rupee is still recognised as current coin ?—Oh, yes, 
we receive it, but we do not re-issue it. 

2426. So that it may not be totally withdrawn for 
a long time to come ?—If the circulation is fairly 
rapid, as I believe it to be, it will not take long; we 
eliminate it as the coins come in to us 

2427. (Chairman.) Have you anything more to say 
as to the light which these researches throw upon the 
practice of melting down rupees ?—I think my re¬ 
searches show that the loss of our coinage is very much 
more largely due to melting than to hoarding and to 
exporting. 

2428. Why do you say that?—One reason is we 
have recovered so very little. 

2429. Your inference being that the William IV. 
rupees have been largely melted down to get the use 
of the silver which they contain ?—Yes; and then 
again we find in point of fact that the total import of 
silver into India practically passed through our mints 
or through the native mints, and, therefore, every bit of 
silver that is used industrially has practically come 
first to be minted. 

2430. Has been a rupee at some period of its 
existence ?—Exactly. 

2431. Obviously that could only be prior to 1893 ? 
—Yes; but I believe that since 1893 the rupee is 
still melted, though it is worth about 20 per cent, 
less when melted. 

2432. It would be obviously, since 1893, a bad 
piece of business to take rupees if you wanted to make 
silver ornaments ?■—It would be in the large centres ; 
but amongst the hill tribes and so on—places where a 
native goldsmith cannot easily acquire, or has not the 
capital to sink in keeping a stock of, bar silver—I 
think it is probably the case that a considerable number 
of rupees are melted to this day. 


2433. It is a convenient way of getting and keeping Mr. F. C. 

silver, and the traditional practice holds its sway ?— Hamsun. 

l’es, otherwise the goldsmith would have to keep —~ 

rupees. The practice in the old days was for the • ne 
native who wanted to put his rupees into ornaments 

to summon the goldsmith or silversmith, who sat on 
the verandah outside the house while he melted the 
rupees and made them into ornamems. The artisan 
was not trusted. 

2434. Can you give us any information as to the 
hoarding of coin either before 1893 or now?—Sooner 
or later hoarded coin come to our mints to be 
re-coined into our rupees. That is the best way for a 
man to get rid of a large quantity. In point of fact, 
wc have the figures of the Calcutta mint since 1835 
showing the old rupees which have been tendered for 
re-coinage. 

2435. If a man has a number of rupees and no pay¬ 
ments to make he would bring his silver to the mints 
to be coined?—That is not quite what I mean. We 
only began our present issue in 1835, but what was 
called the Farrakhabad rupee circulated until about 
1852 ; whilst the Sicca rupee circulated down to 1838 
or 1839. Then there are all the rupees of the native 
states. To a large extent old hoards would consist of 
Sicca and Farrakhabad rupees, and in native states 
they would very largely consist of their own rupee. 

We do not find that the number of Sicca and Farrakh¬ 
abad and native state rupees tendered to our mints 
is so very large. From 1800 to 1835 we coined 
about 115 crores gross, and probably net about 77 
crores. Of that 77 crores only 30 crores has actually 
found its way, as far as we can see, into our mints. 

That would mean that the great proportion of the 
coin lias been melted and has not been hoarded at 
all. That 30 crores, of course, includes the rupees 
which were circulating in 1835, and shortly after¬ 
wards. I estimate the circulation in 1835 at aboat 
38 crores. Obviously the greater amount of the 30 
crores we recovered was from those circulating. 

2436. Were any facts brought to your notice in 
1896 which led you to think that there was a contrac¬ 
tion or a scarcity in that year ?—I think so. The 
census figures show this. I find from 1853, when 
we stop coining, that the proportion of the older 
coinages rose slightly to about 1895-96, and from 
that point I think they are going back again—they 
are falling. That is to say, when we close the mints, 
hoarded rupees probably come out to some extent, 
and now that has ceased. I put in a table to show 
this. (The witness handed in the table printed 
after Q. 2482.) 

2437. That might be the temptation from the rise 
of value?—Yes, that may be. The earlier rupees 
came out from hoards, when we stopped from minting. 

2438. I understand you wish to confine your 
evidence to such matters as I have dealt with, namely, 
to your own researches into the question of the rupee 
circulation ?—I fancy that the Committee at this stage 
would prefer that I should do so. 

2439. You do not wish to-day to go into any of the 
the proposals which, you may desire to put before the 
Committee ? No. 

2440. (Sir Francis Mowatt.) I do not know whether 
you are prepared to give us any information as to 
whether the ornaments of the poor have been sold 
since 1893 in large quantities ; have you any infor¬ 
mation on that point ?—No, I have no information on 
that point, I do not see why they should be except in 
time of famine. 

2441. Then you have no means of knowing ?—No, 
no means at all. 

2442. ( Sir J. Muir) What is the object of 
calling in these rupees from time to time ?—The 
1835 rupee ? 

2443. Yes ?—It is getting under weight, it is 
merely purifying the coinage. 

2444. Have you any information to give us as to 
the wages in the country districts, in the Madras 
Presidency, say. We have had from Sir James 
Mackay and others information as to wftges in Bengal ? 
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—I should think the ■wages of the unskilled labourer, 
the coolie, have changed very little. 

2445. ( Sir D. Barbour.) What figure did you 
give for 1893?—I put the maximum at 128 crores, I 
think. 

2446. Have you got the other figures ?—I should 
he inclined to put it at about 120 crores now. 

2447. Can you say that you put such reliance on 
your figures as to be certain that there has been a 
reduction since 1893 ?—No, I should say there is the 
probability. 

2448. A strong probability you would say ?—Oh, 
yes; I should think so. The result according to the 
figures would come to even less. 

2449. There are a number of rupees hoarded, and 
I suppose on the border line between hoarding and 
active circulation there are a number of rupees in a 
doubtful state ?—I rather include the doubtful state 
rupees. 

2450. Even silver rupees may be said to be hoarded 
with different degrees of tenacity. Some rupees would 
be more likely to be disposed of than others ?—Yes. 

2451. I suppose the effect of a famine might be to 
bring more rupees into circulation ?—Yes, no doubt. 

2452. That probably would not appear in your 
figures ?—It ought to appear to some extent. 

2453. In 1897 ?—In 1897 and 1898, but the re¬ 
sults as to 1897 and the early part of 1898 will only 
be available in the returns we receive in May of this 
year. 

2454. That has not appeared yet?—We have no 
knowledge yet. 

2455. That has not appeared in any returns yet ?— 
No. 

2456. But if rupees were coming back from foreign 
countries that would appear ? — Up to the last 

census. 

2457. Now to take that one step further. Can you 
say with certainty or with probability that that con¬ 
traction from 128 to 120 crores is sufficient to have 
affected prices in India generally ?— I should not 
expect it to affect retail prices, except slowly. 

2458. You would not say in what time ?—No, I 
should not pretend to say in what time. 

2459. In 1893 and the years immediately preceding 
there had been a considerable import of silver and a 
larger coinage of silver ?—Yes, there were 94 crores 
from 1889 to 1892, and 8 crores in 1893. 

2460. Larger than usual ?—Yes—well, there is 
really no usual—it has been gradually rising. It was 
8 crores for the years just before 1889. 

2461. But for the last four years or so before 1893 
the imports of silver and the coinage of silver increased ? 
—Yes, that is the main reason. 

2462. There was an addition to the currency on that 
account?—Yes, from 1886. 

2463. It is possible that that, addition to the 
currency did not affect prices immediately ?—I should 
say probably not. 

2464. Could you give us the number of years it 
would take for it to affect prices?—I would not pretend 
to say. I would rather take it the other way round. I 
mean I would not argue that prices have risen, therefore 
the circulation has expanded; but that the circulation 
has expanded, and prices should or may have risen. 

2465. Nor would you attempt, I suppose, to say 
within what number of years a contraction of the 
currency would affect prices?—No. 

2466. ( Sir C. Crosthwaite.) I see in some of the 
Indian papers that the 1840 rupee has been refused by 
the railways ?—Yes : it is so stated, I think. 

2467. Has it been withdrawn ?—No. There is 
rather a trouble about the 1840 rupee. The instruc¬ 
tions the Government have given are not very clear. 
The legal tolerance is 2 per cenf. If our cashiers re¬ 
ceive coin below this rate they suffer, i.e., they have to 
make good the difference ; and as the rupee intrinsically 
is worth only 10rf,, this comes very hard on the re¬ 
ceivers, and* the result is that they do not like to take 


the old rupees, and consequently there is trouble. 
That has brought the 1840 rupee into bad repute. 

2468. Why I asked the question was because I 
wanted to know if there was any evidence that the 
1840 rupee was being brought out of hoards ?—Yes. 

I think the figures show that that is probable on the 
whole. 

2469. And that would show to some extent that 
the actual contraction was being felt ?—No, I do not 
think so. I think many reasons could be given for 
the hoarded rupee coming out. It might be to buy 
silver. 

2470. Or it might be on account of the famine ?— 
Probably. As I said in answer to Sir D. Barbour, wc 
have not got the figures yet to show what happened 
during the last year. 

2471. ( Sir A. Dent.) May I ask if you can give 
us a table showing the monthly balances of treasure at 
the government treasury and at the presidency banks 
for the last 10 years or so ?—I think the India Office 
would be able to give you that. 

2472. (Mr. Holland.) You tell us that the circula¬ 
tion in 1893 was 128 crores, and you tell us in 1897 
owing to the closure of the mint's it diminished to 120 
crores ?—That is my idea. 

2473. You admit that the population will have 
increased in the interval ?—Oh ! yes, and the volume 
of transactions also probably. 

2474. And there has been railway construction to a 
considerable extent, which has made no doubt a 
greater demand ?—Yes. 

2475. When previous witnesses have been 
questioned on the subject of redundancy they have 
shied at the very mention of the word. I suppose 
you also would hesitate to express an opinion as to 
whether or not there is any redundancy of the rupee ? 
—I think that depends entirely on the rate at which 
you are taking exchange. If the equilibrium actually 
existing between currency and commodities is Is. id. 
(which I doubt), then, of course, rupees are not redun¬ 
dant at that rate. If the true equilibrium is Is. 'id., 
and the actual exchange of the day is Is. id., then 
rupees are redundant until the number circulating or 
the rapidity at which they circulate alters so that the 
true equilibrium becomes Is. id. Similarly, if the 
exchange falls to Is. 1 \d., then rupees, which are 
sufficient at Is. 3d., are scarce (the reverse of 
redundant) at the lower rate. Everything depends 
upon what rate you assume. 

2476. But take the rate we now have ?—I do not 
think the present rate of Is. id. is the rale at which 
currency and commodities are now in equilibrium. I 
consider the rupee is worth Is. id. now on account of 
special disturbing causes, I believe is. 3d., or less, 
is nearer the true rate. Therefore, at is. id. rupees 
are redundant. 

2477. (Mr. Campbell.) What is done with the 
1835 rupee when it is called in ?—Wc simply keep it 
apart. 

2478. You are not melting it ?—No. We may 
have used some of it for coining the fractional 
coinage. 

2479. A portion of it has been recoined?—I think 
very probably, in fact, I have no doubt that that has 
been the case. 

2480. Then the contraction which you estimate 
from 128 to 120 erorcs takes into account the whole 
of the rupees that have been brought back into 
circulation ?—Yes. 

2481. If these hoarded rupees had not been 
brought back into circulation the shrinkage or con¬ 
traction would have been greater ?—Quite so. 

2482. (Mr. Le Marchant.) Is there any tendency 
of old coinage to remain out through becoming light, 
like light gold in this country ? Does any element of 
that kind affect your calculation?—I do not think so. 
I considered that point very carefully. There has 
hecn a difficulty with the 1840 rupee. I daresay the 
1840 rupee will be perhaps a little shy of coming into 
our circulation, hut I do uot think it has affected our 
results so far. 



(I Table referred to in A. 2436.) 
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Mr. F. C. 2483. Would you connect that with new issues of 
Harrison. full weight rupees ?—I do not think so. Most of the 

- melting would naturally be done ijust outside the big 

7 June 1898. towns, and the circulation of the outside treasuries is 
naturally of a little older coin than is circulating near 
these centres of trade. The rupees in the outside 
towns will naturally be a little older than those current 
in the big centres. 

2484. May I ask whether the principle upon which 
you base your calculation is well recognised ?—I 
believe that the method has been accepted by the 
three greatest authorities on the subject, M. da Foville 
in France, Professor Adolf Soetbeer in Germany, and 
Professor Edgeworth, of Oxford, in this country. I 
think they all accept my results as the best we. can 
get on the data available. I do not say they are 
perfect, but they are the best one can get. I should 
not be surprised if the circulation, instead of being 


128 erores, was found to be 140 crores on the one 
hand or 90 crores on the other. At any rate I give the 
statement without bias. I have no views one way or 
the other which colour my conclusions. 

2485. (Sir J. Muir.) What would be the value of 
the rupees that you have locked up in Madras ?—The 
1835 rupees ? 

2486. All that you have called in ?—We take them 
at a rupee. 

2487. What amount ?—The total nount we have 
got now ? 

2488. Yes ?—I think, as a shot, as we recovered in 
a year about 86 lakhs up to May 1897 we shall pro¬ 
bably recover owing to the famine say another 00, so 
that I should say it would be 150 lakhs probably, but 
I will give you the exact figure when I get it from 
India. 


Adjourned. 


Mr. J. F. 
Finlay, CS.I. 

IS June 1898. 


Mr. James Faikbaien Finlay, C.S.I., 

2489. ( Chairman.) What is your official position ? 
—Secretary to the Government of India in the Finance 
Department. 

2490. You are the second in command to Sir James 
Westland ?—Yes. 

2491. As a preliminary question let me ask you, 
are the Committee to take it that in your evidence 
you are representing the views of Sir James West- 
land ?—The policy of the Government of India. 

2492. How many years have you been in the 
Finance Department ?—I have been secretary since 
the beginning of January 1891. 

2 193. And for how many years before that were 
you in the Department ? — I joined the Accounts 
Department in 1881. 

2494. So that you have spent all your official life 
in the Finance Department ?—All, except the first 
six years. 

2495. Now, will you tell the Committee shortly 
what was the state of things in India which induced 
the Government of India in 1892, 1 think it was, to 
apply to the Secretary of State with reference to the 
closing of the mints ?—The continuous fall in the gold 
value of the rupee, which led to constant increase in 
the amounts required to pay the home charges, and 
the fluctuations in the rate of exchange. We could 
not foresee whether it was going to rise or fall, so 
that wo were constantly uncertain whether the 
budgets would be upset by a further fall. 

2496. Was any other scheme discussed by the 
Government of India except the closing of the mints in 
1892?—The establishment of a gold standard. The 
closing of the mints was part of that. 

2497. But, I mean, was there any other scheme 
before them ?—Bimetallism and other proposals were 
considered, but the practical alternative was to go on 
as we were and have increased taxation. 

2498. The alternative was increased taxation ?—A 
large increase in taxation. Of course there was also 
the effect on trade. It was considered that it would 
be a great benefit to the trade of the country to have 
a steady rate of exchange, aud in 1892 the public 
agitation in India was from the point of view of trade 
more than from the point of view of the Govern¬ 
ment—at least, as much. 

2499. What was the lowest point to which the 
rupee fell in 1892 ? Let me read to you, in order that 
we may have it on the notes, this passage in the 
letter of the Under Secretary of State for India 
to the Secretary of the Treasury, dated 13th May 
1892, which recapitulates the position. It is re¬ 
printed at page 146 of the Minutes of the Herschell 
Committee : “ In December 1890, the rate of exchange 
“ was, with the concurrence of the Treasury, fixed 
“ for 1891-92 at Is. 6|<7. the rupee, in agreement 
“ with the gold value of silver at that date; in 
“ about fouf months the rate for selling bills on India 


called and examined (13?A June 1898). 

“ had fallen to Is. 4 \d. the rupee, causing an in- 
“ creased charge in the remittances for India, 
“■ estimated for the year then commencing, of 

R x . 2,168,000. From the middle of February to 
« the 18th March last, when the budget for 1892-93 
“ was under consideration, the value of the rupee 
“ ranged between Is. 4<7. and Is. 3^rf., and the 
“ Government of India adopted the higher of (hose 
“ two rates; within 11 days from the publication of 
“ the budget, the market rate of India had fallen 
“ below Is. 3cl, at which rate the drop of a penny in 
“ the rupee would cause an additional charge for 
“ remittance in 1892-93 exceeding Kx. 1,700,000. 
“ Thus, within a few weeks, the Government of 
“ India is liable to find itself exposed to the necessity 
“ of providing a sum greater than the whole of its 
“ receipts from either the customs duties or the 
“ assessed taxes, or from the recent increase of the 
“ duly on salt; and this result ensues from causes 
“ over which neither the Government nor the people 
“ of India have any control, but which arise for 
“ thp most part from legislation, either actual or 
“ threatened, by other nations.” That is the point 
we start from. That is, I suppose, a very fair 
recapitulation of the situation prior to the dispatch 
which resulted in the closing of the mints ?—Yes. 

2500. I suppose part of the consideration there 
was that the closing of the mints was contingent on 
the failure of the Brussels Conference ?—Yes, on 
the failure to secure an international agreement which 
would establish a fixed ratio between gold and silver 
or in some other way would make silver steady and 
prevent it from falling further. 

2501. After the mints were closed, for some time 
the rupee went further down still ?—Yes. 

2502. Up to June 1893 the intrinsic value of the 
rupee and its exchange value were identical ?— 
Practically identical. 

2503. What was the actual date of the closing of 
the mints?—The 26th June 1893. 

2504. In July 1893 a divergency began between 
the value of silver and the value of the rupee?— 
Yes. 

2505. That is, the exchange value of the rupee 
did not rise very much, but the intrinsic value of the 
rupee went down a great deal ?—The value of the 
metal in the rupee fell considerably. 

2506. Just let rpe get officially from you what was 
the lowest price that‘the ibtrinsic value of the rupee 
fell to?—In 1894, silver went down to 27 d., and 
last year it went down to 24 d. — 24c?. an ounce 
corresponds to about 9 \d. the rupee. 

2507. What was the actual figure in the year 
1897-98 ? The minimum price was reached on the 
26th August 1897?—That was under 24f7. 

2508. When the value of the rupee was practically 
9 d. or a very little over, what was then the 
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exchange value of the rupee ?—In August last it was 
nearly Is. 4rZ. 

2509. That, we may take it, is the extreme between 
the two ?—Yes. 

2510. Now, going back to 1893, the amount of 
coinage in circulation prior to 1893 was allowed to 
increase automatically so as to he sufficient to meet 
the demands of trade at its then value ?—Anyone 
could take silver to the mints and get it coined. 

2511. Since 1893, this automatic increase being 
stopped, the value of the rupee has been determined 
rather by the amount of coinage in circulation than 
by its intrinsic worth ?—Yes. 

2512. Between 1893 and 1898, what do you think 
the effect of that has been upon the trade of India ?— 
The fluctuations have continued and there has been a 
general unsettled state, with the result that there is 
no confidence that the policy of the Government will 
be carried through. 

2513. Take trade as a whole between 1893 and 
1898, I am not talking of isolated months, but take 
the general trade of India from the period of the 
closing of the mints down to the present time; has 
the closing of the mints had an injurious effect upon 
trade ?—1 do not think so. 

2514. Has the volume of trade decreased ? — I 
believe not, except in the famine years. 

2515. What has been the effect on the finances of 
the Government of India? — It has been a very 
beneficial effect. We have gained each year since 
the rupee began to rise. 

2516. Will you give us the figures. What would 
be the amount of rupees required to be remitted, if 
the exchange value of the rupee had fallen to its 
intrinsic value ?—I have a statement here of the loss 
in remitting 16,OOO,0O0Z. The loss caused by a fall 
from 16<Z. to 1 5d. is Rx. 1,600,000; the loss caused 
by a fall from 1 od. to 14<Z. is Rx. 1,829,000; the loss 
caused by a fall from 14<Z. to 13d. is Rx. 2,111,000; 
the loss caused by a fall from 13<Z. to \2d. is 
Rx. 2,460,000. It increases with each penny. The 
total loss caused by the fall from 16<Z. to 12d. would 
be eight croros. 

2517. (Sir D. Barbour .) That is the loss on re¬ 
mitting 16 millions sterling. Of course there are 
additional charges due to the fall in exchange which 
would also have to be taken into account ?—The pay 
of the British soldiers, and exchange compensation 
allowances. 

2518. ( Chairman .) The return entitled “Net 
“ Revenue and Expenditure of the Government of 
“ India,’’ now shows the entire loss on exchange 
each year, it shows what exchange costs the Govern¬ 
ment of India. I will read the figures out to you. 
In 1891-92, the total net charge for exchange was 
Rx. 7,200,000, and the average rate of exchange was 
Is. 4Jd. You understand these returns include every¬ 
thing, pay to soldiers, home charges, and, when it comes 
in, exchange compensation allowance In 1892-93 
the cost went up to Rx. 10,287,000. In 1893-94 it 
reached Rx. 11,523,000. In 1894-95 (which is the 
year you have just been mentioning, when it went 
to its lowest) it reached Rx. 15,045,000. In 1895-96 
it reached Rx. 13,991,000 (there was a fall then, the 
mints were closed) ; and in 1896-97 it went down to 
Rx. 12,116,000. The point I want to get out officially 
from you is the increase or decrease of the taxation 
of India—that is practically what it amounts to—by 
the loss of exchange. Will you tell us what was the 
highest amount reached, and what it has now fallen 
to ? When you correct the proof of your evidence, 
perhaps you will fill in the figures for 1897-98 ; you 
will find that that is less again ; as the rupee goes up 
the charge for excha nge decreases ?—According to the 
Revised Estimate the figure for 1897-98 will be 
Rx. 10,546,000? 

(Mr. Le Marchant .) May I ask with regard to 
that whether we are quite clear about it? Would 
Mr. Finlay explain whether that is loss by exchange 
or a book entry of the difference between the actual 
exchange, and an imaginary rupee of 2s. From that 


figure the loss can be arrived at no doubt, but is that 
the loss itself? 

( Witness.) It is the difference between what the 
sterling amounts cost now, and what they would cost 
if the rupee were at 2s. 

(Chairman.) It is not an imaginary loss at all. 
It is the amount of rupees which the Indian 
Government has to raise from the people of India in 
order to remit to London, or to pay to the soldiers 
in India, or to pay to the civil servants and officers 
for their compensation, an aggregate gold sum. 

( Witness.) The sum of these figures you read out, 
and the equivalent of the sterling amounts at 2s., 
makes the total amount of rupees actually payable. 

2519. (Mr. Hatnbro.) But you have always taken 
in the imaginary difference also ?—If we contract a 
gold liability when exchange is at Is. 4<Z. and exchange 
afterwards falls to Is. 2 d., the difference between 
exchange at those two rates is a real loss ; the extra 
amount obtained by taking exchange at 2s. instead 
Is. 4 d. is not a real loss in that case. 

2520. (Sir D. Barbour.) The difference from year 
to year is not in any way affected by your taking the 
rate of 2s., although the total exchange which you 
show for any one year is affected ?—No. 

(Chairman.) No, that is the real loss, it is not 
imaginary. 

(Sir D. Barbour.) Exactly. You may take 3s. or 
whatever figure you like as a datum. 

2521. (Mr. Le Marchant .) What I wanted to know 
was whether the figures given are the figures of what is 
called charge for exchange in accounts, or whether it 
is actual loss by exchange ; and, if so, how would you 
arrive at it ?—The difference between two years 
represent the actual loss in the one year as compared 
with the other. 

2522. Yes; but are the figures that we have just 
been talking about the actual loss, or what is called 
charge ?—The charge, the difference between the 
actual rate and the old rate of 2s. 

2523. (Chairman.) A fall in the exchange value 
of the rupee amounts so far as remittances to London 
are concerned—the compensation allowance and the 
charges in respect of the army—to an increase in the 
rupee expenditure in India?—An increase between 
1891-92 and 1894-95 of from Rx. 7,000,000 to 
Rx. 15,000,000. 

2524. It has been an increased burden, and, if not 

arrested, would be a continually increasing burden ?_ 

Yes. 

2525. And if the exchange value of the rupee 
to-morrow or next year went down, as Mr. Arthur 
put it in his evidence, to something like lid., you 
would have to raise additional taxation ?—Yes. 

2526. Now, will you tell us, in your own words, what 
was the immediate effect of closing the mints—first upon 
the importation of silver into India ?—There was a 
large increase in the importation of silver immediately 
after the closing of the mints. That was due, I 
believe, to the fact that at the same time Council 
Bills were stopped. The Secretary of State held 
out for a minimum, and no Council Bills were sold 
for six months from August 1893 to January 1894. 
Since then there has been a considerable decrease in 
the imports of silver. 

2527. And do you think there was any return of 
rupees from hoards into circulation ?—I believe there 
was, but not to such a great extent as people expected. 
In the census which we take of rupees every year we 
do find a small increase, a decimal point or so in the 
year, in the number of old coins. We take a census 
of the number of coins of different coinages every year, 
and we find there has been a slight increase of old 
coins. ’ That seems to indicate that there has been 
some return of rupees from hoard. 

2528. Was it the opinion of your department that 
in June 1893, when the mints were closed, there was 
any redundancy in the currency ?—It was the opinion 
that there were too many rupees if the exchange was 
to be kept from falling. 
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2530. What is the opinion of your department with 
reference to the operation of that during the three 
or four following years?—We stopped the increase 
that would have gone on if the mints had remained 

open. 

2531. We may take that for granted, hut what has 
been the effect of that stoppage on the currency ?— 
We believe it had some effect in causing—not an 
actual contraction of the currency ; we do not believe 
that there has been an actual contraction of the 
currency, but we do believe that there has been a 
relative contraction. The demand for currency would 
have gone on increasing year by year as it did before, 
and as there have been no such addition, there must 
be a relative contraction. 

2532. Do you think that the currency was then 
more than the trade of India required, and that it is 
now sufficient for the trade of India?—It was then 
more than the trade of India required, if you were to 
have a fixed rate of exchange of Is. Ad., and I think 
it is still more than is required for that rate. 

2533. But not such a redundancy as there would be 
with a rate of Is. ?—No; no redundancy for a rate 
of Is. 

2534. Therefore, there was no redundancy, we may 
take it, in the first year after the mints were closed. 
If I recollect rightly, the average price in 1894-5 
was 1.5. Id.; there would be no redundancy then ?— 
Not for a rate of Is. Id., but there would have been 
for a rate of Is. 4 d. 

2535. Then the redundancy has developed or in¬ 
creased since the exchange value of the rupee has 
increased ?—The redundancy has been diminished. 

2536. While the rupee was at Is. Id. the currency 
was sufficient for it ?—Yes. 

2537. Now, when the rupee is at Is. Id. the 
currency, you say, is more than the trade requires ?— 
It is still sufficient. 

2538. More than sufficient; yon say it is;redundant. 
My point is, that given a uniform rate of Is. lc?., the 
present currency is not redundant?—Not if you allow 
the rate to go down to Is. Id. 

2539. But if you put up the rate to Is. Ad., it would 
be redundant ?—Yes. 

2540. That is, you would have more rupees in 
circulation than you would need ?—Yes. 

2544. Now, when the Government of India proposed 
in 1893 the dosing of the mints, was that part of a 
financial scheme with reference to the standard of 
currency ?—Yes. 

2542. What was the other part ?—The proposal 
was to pass eventually to a gold standard. In order 
to do that it was intended, first of all, to reduce the 
rupee to the position of a token coin, while it still 
retained full unlimited power of legal tender, like the 
5-franc piece in France. In order to do that, the 
first step taken was to stop additions to the currency. 
Then the other measure that would be necessary to 
support its value as a token coin would be to get, a 
store of gold as a backing. It was hoped that that 
store would come in under the notifications which 
offered to take gold at the rate of Is. Ad. 

2543. But that was not part of the original scheme 
of the Government of India ?—It was part of the 
scheme that was adopted after the Report of the 
Ileiscliell Committee. 

2514. But that was not the unanimous report of 
the Herschell Committee. Mr. Bertram Currie very 
strongly dissented from that?—Yes. 

2545. He said this: “ I should have preferred to 
“ approve those proposals without imposing the 
“ condition that the closing of the miuts should lie 
“ accompanied by an announcement that rupees will 
“ be coined in exchange for gold at the rate of 
“ Is. Ad. ” t —fL'hut is so. 


2546. The first step proposed by the Government 
of India was the closing of the mints to silver by an 
Act of the Legislature ?—Yes. 

2547. At the same time, the Government of India 
proposed to take power to introduce a gold standard 
by making gold coins a legal tender at a rate not 
exceeding Is. 6 d. the rupee?—Yes, to be declared by 
notification. 

2548. According to the proposals of the Government 
of India the rate to be finally adopted might have been 
Is. 2d., Is. Gd. or Is. Ad., but it could not have been 
Is. Id. or Is. 8 d. ?—That is so. 

2549. I believe the Government of India did not 
propose to use this power immediately on the closing 
of the mints ?—No, it proposed to wait. 

2550. The intention was to close the mints anil 
wait for some time, and then act in the light of the 
experience acquired subsequently to the closing of 
the mints ?—Yes. 

2551. Will you read the paragraph in the report 
of Lord HerschelTs Committee which shows that ? 
—In paragraph 48 of the Herschell Committee 
Report there is set out a telegram of the 22nd 
January 1893, in which the Government make 
this statement regarding their proposals: “ We pro- 
“ pose to take power to declare, by notification, that 
“ English gold coinage shall be legal tender in India, 
“ at a rate of not less than 13J- rupees for one 
“ sovereign, and we have provided for that in the 
“ draft Bill. We think that an interval of time, the 
“ length of which cannot be determined beforehand, 
“ should elapse between closure of the mints and any 
“ attempt to coin gold here. The power to admit 
“ sovereigns as legal tender might be of use as an 
“ ad interim measure, and need not be used except 
“ in case of necessity.” That makes it clear that the 
Government of India proposed to close the mints, and 
to await the experience acquired from that measure, 
and to be guided by the result of that experience. 

2552. I believe the Herschell Committee accepted 
the proposal to close the mints?—Yes. 

2553. And, generally, the Committee may be said 
to have accepted the proposals of the Government of 
India with one exception ?—Yes. 

2554. That exception was that the Committee sub¬ 
stituted for the proposal to take power to fix a rate not 
exceeding Is. 6d., another arrangement, by which 
Is. Ad. was to be taken as a provisional rate; that 
was the one alteration ?■—Yes. 

2555. The object of that arrangement was, I 
believe, to prevent any possible sudden groat rise in 
exchange ?—Yes. 

2556'. And that arrangement was to bo provisional ? 
—It was. 

2557. The question of the permanent ratio was left 
by the committee for decision in the future ?—Yes. 

2558. Has the Government up to the present time 
absolutely committed itself to any definite ratio, I 
mean, has it committed itself to the extent that it is 
not open to the Government to go bqck and propose 
a different ratio ?—No, it has not. 

2559. Sir James Mackay seemed to hold a different 
opinion. If you like, before your evidence is finally 
settled, you can consult the Government of India ou 
the matter. The question is this : Has the Govern¬ 
ment of India committed itself to any particular ratio 
beyond all possibility of drawing back ?—The Govern¬ 
ment of India in its present despatch has committed 
itself to is. Ad. 

2560. Do you mean to say that it is not open to the 
Government now to say that on reconsideration they 
prefer (say) Is. 2d. ?—They have very definitely 
proposed Is. Ad. 

2661. That is recommended to the Secretary of 
State, but has the Secretary of State adopted it ?—No, 
he has not given any orders on the point. 

2562. And until he has adopted it, it is not final?— 
It is not. 

2563. And it would be open to the Government of 
India to alter their recommendation ?—It would. 
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2564. Now, the mints were closed, as we know, on 
the 26th June 1893 ?—Yes. 

2565. I believe the arrangement by which the 
Government offers' to give n silver rupee lor 16c?. in 
gold, and to receive a sovereign in payment of 
15 rupees, is one that was made by executive authority ? 
—Yes. 

2566. There is no Act of the Legislature which 
compels the Government to do that ?—No. 

•2567. The Government has merely directed its 
officers to act in that way ?—Yes. 

2568. Was it any part of the proposals of the 
Government of India that the Secretary of State was 
not to sell his bills for less than Is. 4c?. the rupee ?— 
No, it was not. 

2569. Was it any part of the proposal that the 
amount of the bills to be sold was to be reduced so as 
to secure any particular rate of exchange ?—No, it 
was not. 

2570. (Sir David Barbour.) To show chat that 
was the position, will you read the question which 
was put to me in the Legislative Council on the 
31st August 1893 by Sir J. Mackay, and the reply 

I then gave ?—The Honourable James Mackay 
asked: “ Whether representations have been made 
“ to the Government of India by various public 
“ bodies during the past few weeks, complaining of 
“ the action of the Secretary of State in not fixing 
“ some minimum for the sale of his Council drafts 
“ during the present dull season, so as to give a basis 
“ on which commercial transactions might be arranged. 
“ If so, and in view of the serious losses which have 
“ been incurred, and the disorganisation to trade 
“ which has arisen through the violent fluctuations in 
“ exchange, consequent upon the Secretary of State 
“ letting his bills go as low as Is. 3 {d. in the middle 
“ of August, after having sold them for Is. 4 d. in the 
“ end of June, I would ask whether any action has 
“ been taken upon the representations received by 
“ Government, and whether the communications, if 
“ any, which have passed between the Government of 
“ India and the Secretary of State upon the subject. 
“ will be published for general information, and, if so, 
“ when.”—Your reply was as follows: “ It is the fact 
“ that representations have been made to the Govern- 
“ ment of India during the past few weeks regarding 
“ the action of the Secretary of State in not fixing 
“ some minimum for the sale of his Council drafts 
“ during the present dull season. These representa- 
“ tions have been considered by the Government of 
“ India, and communications have passed, by telegram, 
“ between the Secretary of State and the Govern- 
“ ment of India. The correspondence is not yet 
“ closed, and could not properly be published at the 
“ present time. The Government of India wish to 
“ add, that misapprehension appears to exist in some 
“ quarters regarding their recent action in connexion 
“ with the Indian currency. The avowed object of 
“ the Government of India in closing the Indian 
“ mints to the free coinage of silver, was to alter the 
“ Indian monetary standard from silver to gold ; but 
“ it was expressly stated in this Council, on 26ih June 
“ last, that it was not intended for the present to do 
“ more than stop the free coinage of silver, and, as a 
“ provisional arrangement, to provide for the issue of 
“ rupees at the mints in exchange for gold, at the 
“ rate of ISd. per rupee. The object of providing 
“ for the issue of rupees in exchange for gold, at 16d. 
“ the rupee, was to prevent any great and sudden 
“ rise of exchauge, and the Government did not 
“ undertake, either to establish 16d. per rupee as the 
“ permanent ratio of exchange between gold and 
“ tlie rupee, or to establish any other permanent ratio, 
“ immediately, or within any specified time. The 
“ words which I used in dealing with this matter 
“ were as follows :—‘ The making of gold coins legal 
“ ‘ tender, the settlement of the permanent rate of 
“ ‘ exchange between gold and the silver rupee, and 
“ ‘ the other measures necessary for the final aud 
“ ‘ effective establishment of a gold standard in India, 

II ‘ will be provided for by future legislation, and in 


“ ‘ the light of future experience.’ It would have 
“ been very satisfactory if exchange had risen to 
“ 16c?. as soon as the mints were closed, and had 
“ remained permanently at that figure; and no doubt 
“ this expectation was entertained in some quarters, 
“ and business transactions were entered into in the 
“ hope that this would be the case. The Government 
“ of India regret that the sudden rise in exchange, 
“ which took place after 26th June, and the sub- 
“ sequent fall, should have caused so much loss 
“ and inconvenience to the mercantile public, and 
“ they deeply sympathise with those persons who find 
“ the anxieties which are inseparable from business 
“ greatly aggravated by the uncertainty which prevails 
“ as to the future course of exchange. At the same 
“ time, the Government of India must point out that 
“ they gave no encouragement to the idea that, as the 
“ result of the preliminary measures taken on the 
“ 26th June, the gold standard would be at once and 
“ effectively established in India, either at the ratio of 
“ 1 6d. for the rupee, or at any other ratio. The 
“ words which I used on 26th June were as follows :— 
“ ‘ It may be that the gold standard can be made 
“ ‘ effective from the first .... Or it may be 
“ ‘ that the making of the gold standard effective, 
“ ‘ and the establishment of it on a secure basis will 
“ ‘ involve a long and arduous struggle, and necessi- 
“ ‘ late heavy sacrifices. Time alone can show which 
“ ‘ view is correct.’ What has actually happened is, 
“ that there was a large rise in exchange immediately 
‘‘ after the closing of the Indian mints. This rise 
“ was speculative, and not justified by any change in 
“ the conditions which regulate exchange; in point 
“ of fact, the conditions were, and are still to a great 
“ extent, unfavourable to any immediate and serious 
“ rise in exchange of a permanent nature. The 
“ Indian mints were closed at the slack season of the 
“ year; there had been very heavy imports of silver 
“ immediately before, and large transfers of rupee 
“ paper to London, which is believed to be now 
“ returning to India; while the drawings of the 
“ Secretary of State are exceptionally heavy for the 
“ current year. The Government of India regret the 
“ fluctuation and the evils to which it has given rise, 
“ but, in their opinion, nothing that has occurred 
“ since June last affords any ground for holding that 
“ the gold standard cannot be effectively established 
“ in India. On the contrary, it was from the first 
“ foreseen that difficulties might be encountered, and 
“ would have to be overcome in carrying out the 
“ measure. The actual occurrence of these difficulties 
“ should not be a ground for discouragement, especially 
“ when it is remembered thut the time and cireum- 
“ stances have been especially unfavourable, and have 
“ tended to retard the full operation of the measure. 
“ There is, therefore, reason to hope that the diffi- 
“ culties which have arisen will prove to be temporary, 
“ and will in time disappear.” 

2571. The mints have now been closed for nearly 
five years ?—They have. 

2572. Consequently some experience has been 
obtained of the results.of closing the mints ? —Yes. 

2573. It is the case that during those five years 
there have been many, I may say very many, dis¬ 
turbing causes. I will ask you as to each one of 
those disturbing causes. i’irst, after the mints 
were closed, did the Secretary of State sell some bills 
just below Is. 4c?.?—Immediately afterwards and 
immediately before. 

2574. But, just after the closing of the mints, he 
sold some at a rate just below Is. 4 d. i —He did. 

2575. What was the result of that?—There was 
then a great outcry in India that the Secretary of 
State, by selling bills below Is. 4c?., and by not fixing 
a minimum, was not giving the scheme a fair trial. 
There was an expectation in India that he would 
sell them at l* 1 . 4c?. and refuse to sell them below that. 

2576. That was an expectation to which the 
Government gave no sanction?—No. 

2577. And that answer thut you read which I gave 
to a question by Sir James Mackay, on the 31st 
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August 1893, in the Legislative Council, shows that 
the Government of India gave no sanction to it ? 
-Just 80 . 

2578. At or about the time of the closing of the 
mints, had there been large imports of silver?—There 
were large imports. 

2579. Do you recollect that it was said about that 
time that there had been some speculation in ex¬ 
change ?—Yes, especially just a month or two before 
the closing of the mints. 

2580. Things were in a very unsettled state as 
regards exchange after the closing of the mints ?— 
They were. 

2581. And the Secretary of State was urged to lix 
a minimum for his bills ?—He was. 

2582. He was very unwilling to do so ?—He was ; 
he did not do so for some time. 

2583. Did he do it ultimately ?—He never publicly 
announced it so far as 1 know, but it came to be 
known gradually that he would not give bills below 
Is. 3 \d. 

2584. Ultimately the Secretary of State abandoned 
that policy ?—Yes ’; at the end of January 1894. 

2585. In opposition to the wish of the Government 
of India, I think ?—Yes, the Government wished at 
any rate to hold out for some time. They were confi¬ 
dent that, if the Secretary of State had not abandoned 
the policy then, he would have succeeded in selling 
bills at that minimum of Is. 3 \d. 

2586. I suppose the fact that the exchange fell 
to Is. Id. in 1894-95 raises great doubts as to 
whether the Secretary of State could permanently 
have held out for Is. 3 \d. ?—It does ; but at the time 
the minimum was abandoned the exchange banks were 
believed to be practically at the end of their resources, 
and, if he had held out for another fortnight or three 
weeks, he could have sold his bills at that minimum. 
Whether the rate would have kept up during the 
slack season is another question. 

2587. The market having settled at Is. 1</. after¬ 
wards, it is doubtful whether ho could have held the 
rate up to Is. 3i</. ?—No doubt. 

2588. Did the price of silver fall largely after the 
closing of the mints ?—Yes. 

2589. And there were large imports of silver into 
India ?—There were. 

2590. 1 suppose the cause of those large imports 
was the fall iu the rupee price of silver ?—That must 
have been one cause, and also the fact that no council 
hills were being sold. 

2591. As the Secretary of State was not selling 
hills, remittances were made by means of silver ?—Yes. 

2592. But they would not have sent in more silver 
unless they saw their way to sell it ?—No doubt. 

2593. Then, the disturbing causes at that time were, 
the speculation in exchange, the stoppage of his draw¬ 
ings for a time by the Secretary of State, and large 
imports of silver into India ?—Yes. 

2594. After that the exchange fell largely in 1894 
and 1895 ?—It did. 

2595. The Government of India were in financial 
difficulties ?—Very great difficulties. 

2596. And I believe general import duties were 
imposed ?—They were imposed in March 1894. 

2597. After that there was considerable war ex¬ 
penditure in connexion with Chitral ?—There was ; 
that was in 1895. 

2598. Subsequently to that there was a considerable 
increase of borrowing. There was an extensive 
railway programme adopted, which involved large 
borrowing ?—It was not intended to involve large 
borrowing. When the programme was started iu 1894, 
I think one of the conditions made was, that it 
should not involve borrowing in sterling, hut that it 
should be carried out with the surplus rupees which 
had accumulated in consequence of the stoppage in 
the sale of Council bills. 

2599. But that wa3 practically borrowing in 
England ?—J mean it was understood that there 
shoTild he no further borrowing. That money had 


been borrowed, and there was an accumulation of 
rupees at that time. 

2600. Then, there was also considerable railway 
construction by companies which involved borrowing 
in London ?—That was under a guarantee, but for 
the branch companies it was intended to make it a 
condition that the capital should be raised in India. 

2601. And that borrowing for the construction of 
productive railways is still going on ?—Yes. 

2602. After that there came the famine ?—Yes. 

2603. And the plague ?—Yes. 

2604. The famine seriously affected the financial 
position of the Government of India ?—Yes, very 
seriously. 

2605. Do you think it would have any effect on 
exchange ?—I think it would lower exchange. 

2606. You think that would be the tendency ?— 
The tendency would be to lower exchange. 

2607. It would reduce exports more than imports? 
—It would reduce exports. 

2608. After that there was considerable expendi¬ 
ture in connexion with the frontier tribes ?—Yes. 

2609. And the general result was that it was 
necessary to borrow very largely in England ?—This 
last year ? 

2610. I should say it has been necessary to raise 
money largely in the last two years at any rate. Will 
you look at the “ Net amount of registered debt in 
India.” What is the total debt borrowed in India 
in 1896-97 ?—Itx. 5,326,125. 

2611. Two crores of that was taken from the paper 
currency reserve ?—Yes. 

2612. How much was borrowed in 1897-98 ?— 
Ex. 2,570,500. 

2613. And the estimate for 1898-99 ? — 
Ex. 2,675,000. 

2614. Now turn to the “ Amount of Eupee Capital 
“ paid by Railway or Irrigation Companies into the 

Government Treasuries in India.” What is the 
amount in ! 896-97 ?—Ex. 328,200. 

2615. In 1897-98 ?—Ex. 704,800. 

2616. And what is the estimate for 1898-99?— 
Ex. 1,440,000. 

2617. Then, take the statement of the amount of 
money raised j>y debt incurred in London. What is 
the net amount raised for 1896-97, excluding snecific 
debt incurred for railways and canals ?—The amount 
paid off is 849,992/. 

2618. In 1897—98 ?—8,379,407/., the amount bor¬ 
rowed. 

2619. And the estimate for 1898-99 ?—2,615,300/. 

(Mr. Campbell.) Docs that include the floating 

debt? 

2620. ( Sir J). Barbour.) That includes every¬ 
thing. Now, will you look at the “ Amount 
“ of capital raised in London by Indian railway or 
*' irrigation companies guaranteed by the Secretary 
“ of State.” Look at the “ net capital receipts ” 
column, and tell me the amount for 1896-97?— 
o qqq/ 

’2621. Then, 1897-98 ?—1,758,874/. 

2622. And the estimate for 1898-99 ?—2,273,000/. 

2623. Then there was also raised during that time, 
in London, capital required for railway compauies that 
had no guarantee from the Secretary of State, but 
that had entered into agreements with him for the 
construction of their lines ?—The figures for calendar 
years are:—1894, 475,927/.; 1895, 698,385/.; 1896, 
1,849,444/.; 1897 (six months), 463,037/. 

2624. The war expenditure is now practically over, 
I think?—it is. There are still some troops on the 
frontier, but only a small number. There will not, 
however, be any great reduction below the estimate 
taken on account of the war this year. 

2625. But that is much less than the expenditure 
last year ?—Yes. 

2626. There have been good crops this yeav ?_ 

Very good indeed. 

2627. And higher prices in England ?—Yes. 

2628. And there have been very large exports of 
wheat from India?—Yes. 
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2629. So that at the present time the special causes 
affecting exchange would appear to he: very good 
crops in India, high gold prices in Europe for certain 
Indian produce, including wheat, and considerable 
borrowing in London ?—Yes. 

2630. Borrowing in Loudon for railways involves 
remittances to India ?—Yes. 

2631. Of the money that is raised in London for 
railways, a portion is expended here on stores, such as 
rails, waggons, and so forth ?—Yes. 

2632. That is a separate transaction by itself, and 
has no effect on exchange f—Yes. 

2633. But the money that is required in India for 
the construction of the railway, that money being 
raised in London, has to be sent to India, and that 
involves a remittance to India ?—Yes, or a reduction 
in the amount the Secretary of State has to draw. 

2631. That is the same thing; it reduces his 
drawings; it involves a reduction of the remittances 
from India ? — Yes, it involves a reduction of 
remittances from India. 

2635. (Mr. Campbell.) Is that included in the 
Budget—remittances on account of railways ?—It is 
all taken into account. Having got so much money 
in London in that way, the Secretary of State draws 
less, and he only enters his actual drawings in the 
Budget. 

(Mr. Le Marchant.) I think it is a matter of ways 
and means and remmittance account. 

2636. ( Sir I). Barbour.) I suppose it is. Then 
the result is this ; that the mints have now been 
closed to silver for nearly five yearSj but owing to 
special disturbing causes that have affected the 
exchange during that time the experience is not so 
valuable as it might otherwise have been ?—It is not. 

2637. Now, what are the grounds on which the 
Government of India found their present proposals P 
—First of all, they hold that the closing of the mints 
has led to a contraction of the currency. 

2638. By contraction of the currency, I understand 
they mean what they call relativo contraction—that is 
the word which has been used by the Government of 
India?—Yes. 

2639. I understand the meaning to be this—that 
the Government of India do not assert that there are 
fewer rupees in India, but they hold that there are 
fewer rupees relatively to the increased demand which 
is due to the development of the country during the 
last five years ?—That is so. There was an additional 
number of rupees every year, and that addition 
has ceased to be made. 

2640. And they hold that this relative contraction 
of the currency has caused the exchange vaiue of the 
rupee to rise ?—They do. They also hold that if 
this cause continues to act, that is, the closing of 
the mints to silver, the contraction of the currency 
must continue to increase, and they hold that there 
will consequently be a further rise in the exchange 
value of the rupee. 

2641. The)' think that in that way you would, in 
the course of time, arrive at an exchange which would 
make it profitable to send gold to the mints ?—Yes. 

2642. And they think that gold would be sent to 
the mints as soon as it was profitable to do so ?—As 
soon as the exchange rose to about Is. 4J-rf. They 
also hold, that, for various reasons, it is desirable to 
cut short the period of transition, in the interests of 
India. 

2643. How do the Government of India propose 
to cut short this period of transition ?—They propose 
to withdraw rupees from the currency and melt them 
down, if necessary. In that way they hope to cause 
a further contraction, and a more rapid contraction, 
than there would be if rupees were not melted down. 
Simultaneously, they propose to borrow gold and ship 
it to India to form a gold reserve. 

2614. What do they propose to do with the silver 
resulting from the melting down of rupees ?—They 
propose to sell it. 

2645. That melting down of rupees would lead to 
a reduction in the balance of rupees held at the 


Government Treasury?—Yes. When the bullion 
was sold the reduction would be the difference between 
the number of the rupees melted and the price realised 
by the sale of the bullion. 

2646. How do they propose to make good that 
reduction ?—By adding to the balance a part of the 
gold borrowed of equal value with the reduction. 
That amount, substituted for rupees, and the remain¬ 
der of the borrowed gold, would form the nucleus of 
a reserve. 

2647. If that operation were carried out, to what 
extent would there be a contraction of the currency ? 
—The currency would be contracted by the number 
of rupees obtained for the bullion sold. 

2648. Adding sovereigns to the currency to take 
the place of a portion of the melted-down rupees 
would be a reduction of the total contraction ?—Yes. 

2649. Now, what is the first operation the Govern¬ 
ment of India propose ?—The borrowing of gold and 
the melting down of rupees. First of all there will be 
the borrowing. 

2650. First of all, they propose to borrow 5,000,000/. 
of gold and bring it into India?—Yes. 

2651. The next measure would be to melt down 
Rx. 10,000,000? — That sum is rather given as an 
example; they do not propose to melt down any 
definite sum. They propose to melt down as much as 
may be necessary. 

2652. But they propose to begin with 10 millions ? 
—They name that as a possible amount for the first 
year—as yielding the amount they think India could 
absorb. 

2053. They intend that to be the first operation; 
that is, the melting down of Rx. 10,000,000; but I 
understand you to say that they do not propose to melt 
down the whole of that amount if they find that melting 
down half of it will do ?—If they find that none is 
necessary, they will not melt down any. If exchange 
remains steady above lx. 4 d., there would be no 
necessity to melt down anything. 

2654. Is there anything in the despatch which 
says that you will not melt down silver when exchange 
reaches 1 s. 4r/. ?—I think that it is assumed throughout 
the despatch that the melting will be undertaken only 
if necessary. 

2655. Will you give the paragraph to which you 
refer ?■—In paragraph 9 they say : “ We consider, 
“ therefore, that the remedy for this state of things is 
“ to remove from circulation ns money so much of the 
“ increases which were made to the circulating medium 
“ immediately before 1893 as we may find to be 
“ redundant.” Then in paragraph 10 they say: 
“ It is impossible with any exactness to say, and it 
“ can only he ascertained by actual experience, by 
“ how much this rupee circulation has to be decreased 
“ in order to remove its redundancy.” Then they go 
on to point out that “some considerations point to 
“ the amount being within quite manageable limits.” 
I think the 10 erores is rather named as the maximum 
which would be melted down the first year, and not 
as the minimum. 

2656. It is not intended to take the full 10 erores 
to he melted down as one operation ?—I think not. 

2657. Then it would appear that whenever the 
exchange went over lx. id. the melting down of 
rupees would cease?—It would. 

2658. Whenever exchange went below lx. 4 d. it 
would begin again?—Yes; but we should not melt 
or cease melting in consequence of short temporary 
fluctuations, but only if there were a prolonged 
variation in the level of exchange. 

2659. The Government of India propose to take 
power to borrow 20 millions of gold, if necessary ?— 
Yes. 

2660. A.nd that would enable them to repeat the 
operation, if necessary, four times?—Yes, the borrowing 
operation. 

2661. But they do not think it would be necessary 
to repeat it four times ?—No, they do not. 

M 4 
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2662. They think that before Rx. 12,000,000 had 
been withdrawn, gold would have begun to come into 
the Treasury ?—Yes. 

2663. Rx. 12,000,000 means two operations ?— 
Yes; and they also think that one borrowing of 
five millions might be sufficient; that amount would, 
approximately, cover the loss on two melting operations. 

2664. Now there are many transactions taking place 
every day between England and India, such as the 
export and import of merchandise ?—Yes. 

2665. And remittances are being made from one 
side to the other ?—Yes. 

2666. And occasionally securities are transferred 
from one side to the other ?—Yes. 

2667. All these transactions, I think, may be said 
to result in bills drawn by the one country on the 
other ?—Yes. 

2668. And all these bills practically come into the 
banks for settlement and adjustment, one against the 
other ?—Yes. 

2669. Would you admit that, if on making up that 
account the balance turned against India, Indian 
exchange would fall ?—Yes. 

2670. And conversely if the balance turned in 
favour of India the exchange would rise?—Yes; 
provided that silver and gold kept steady. 

2671. Other things being equal of course ?—Yes. 

2672. And I am assuming lhat the Indian mints are 
closed to silver. Now, is that rise or fall of exchange 
the natural operation by which the balance is adjusted, 
and the account between the two countries settled 
for the time, or is there any other way in which it is 
settled ? Suppose the balance of account turns against 
India ; how is the balance settled ; it must be settled 
in some way ? — Assuming that the quantities of 
exports and imports remained the same ? 

2673. Not assuming anything. Certain transac¬ 
tions have taken place, and bills drawn in consequence 
have come into the banks to be settled, and it is found 
that India owes more than she is entitled to receive, 
and she must pay her debts somehow. What is the 
process ?—Either the exchange must be altered or 
other remittances would have to be made. 

2674. Assuming that, when all transactions in the 
way of export and import, and so forth, which give a 
profit, have been carried out, the account is against 
India ; what is it that forces the settlement of that 
account; what change takes place ? The account is 
against India ; that account cannot settle itself; how 
is it settled ?—Through the exchange. 

2675. Do you know of any other way in which it 
could be settled except by the rise or fall of exchange ? 
—No. 

2676. Do you think that exchange at the present 
day between England and India can be affected by 
any cause that does not alter the balance of account 
between the two countries?—No, I cannot think of 
any cause which would affect the balance without 
altering exchange. 

2677- Any cause that acts on exchange at the 
present day must act through the balance of account 
between the two countries for the time being ?—I 
think so. 

2678. You have said that the alteration of the state 
of the account causes a rise or fall in exchange. You 
have also said that, as far as you can see, any cause 
that affects exchange must act through the balance of 
the account between the two countries. Then, I ask 
you whether it would be going too far to say that the 
movement of the rate of exchange up or down at the 
present time is simply the expression of the state of 
the account for the time being between the two coun¬ 
tries V— It is a difficult question, but at present I 
cannot see that it would be going too far. 

2679. Then, the proximate cause of the rise or fall 
of exchange is the alteration of the balance of account 
between the two countries ?—Yes. 

2680. That is the proximate cause ?—Yes. 

2681. Now, I wish you to enumerate the various 
causes that act on the balance of account between the 
two countries, and consequently act op exchange. 


Would you admit that good crops in India, of articles 
that are exported, jute, rice, wheat, and so on, 
tend to raise the exchange ?—They would increase the 
exports. 

2682. Larger exports from India turn the balance 
of account in favour of India ?—Yes. 

2683. And in that way good crops act favourably 
on the exchange ?—Yes. 

2684. In the same way, do you think that larger 
imports would have the opposite effect?—Yes. 

2685. They turn the balauce of account against 
India ?—Yes. 

2686. What would be the effect of remittances of 
money from India to England for the time being ?— 
They would act as imports. 

2687. They would act upon the balance of account 
unfavourably ?—Yes. 

2688. Larger remittances from India mean a larger 
demand for sterling ?—Yes. 

2689. And remittances of money from England to 
India would have what effect on exchange ?—They 
would have a favourable effect. 

2690. And increased drawings by the Secretary of 
State ?—They would have an unfavourable effect. 

2691. And reduced drawings ?—They would have 
a favourable effect. 

2692. I want to consider the effect of the raising of 
money by a railway company in London for Indian 
railways. A portion of that money would be spent 
on stores in England, which stores would be sent out 
to India ?—Yes. 

2693. And I think you have said already that a 
transaction of that sort had no effect on exchange ? 
—No, because it does not affect the balance at all. 
The money is received in London and it is paid out in 
London, 

2694. It is a separate transaction by itself?—Yes. 

2695. But the money required for expenditure in 
India would be a remittance to India and would affect 
the exchange for the time being?—Yes. 

2696. Now I wish to consider the effect on exchange 
of a contraction of the Indian currency. What is 
meant by a contraction of the currency and what would 
be the effect of a contraction of the currency ?—The 
rupee currency is becoming more valuable per unit. 

2697. Prices fall ?—Prices fall. 

2698. Assuming that there exists a certain rate of 
exchange, and that prices in India fell, it would become 
more profitable to export from India ?—It would. 

2699. It would be less profitable to import ?—Yes. 

2700. And those two things would turn the balance 
of account in favour of India?—Yes. 

2701. And the exchange would rise ?—Yes. 

2702. Therefore the result of a contraction of the 
currency would be to lower prices in India and raise 
exchange ?—Yes. 

2703. And the effect of an expansion of the 
currency in India would be the opposite effect? 
—Exactly. 

2704. Then we will suppose there was a contraction 
of the currency in England anti that gold prices 
fell ; what effect would that have on exchange with 
India ?—That would have the opposite effect. 

2705. That would lower the Indian exchange?_It 

would lower the Indian exchange. 

2706. And a rise of prices in England ?— Would 
raise the Indian exchange. 

2707. I would like to repent or summarise what 
you have said and see if you still agree with it. First 
you say that the rale of exchange fluctuates according 
to the balance of account between the two countries ? 
—Yes. 

2708. The second thing you have agreed to is that 
at'tho present day no cause can really affect exchange 

which does not act on the balance of account ?_Yes, 

so far as I can see at present. 

2709. The third proposition is that the balance of 
account between the two countries is affected first of 
all by what 1 may call commercial causes, that is 
imports and exports, and secondly by financial causes, 
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by which I mean the remittances of money which do 
not originate in exports and imports, and thirdly by 
currency causes, the contraction or expansion of the 
currency ?—Yes. 

2710. Now when the Indian mints were open to 
Bilver, if there was an increased production of silver, a 
proportion of that increase would probably be sent to 
India, the mints being open ?—If there was an 
increase in the amount of silver production of the 
world you mean ? 

2711. That is what I mean ?—Yes. 

2712. I mean that if the production of silver 
increased, the increaso would have to be distributed 
overall the places where there was a demand for silver, 
and probably India would have to take a portion of 
it?—It probably would. 

2713. That would increase the imports into India ? 
—It would. 

2714. So far it would lower exchange ?—Yes. 

2715. If the mints were open, that silver would 
probably go to the mints and be coined ?—It did 
go. 

2716. It would and did ?—Yes. 

2717. It would be added to the currency of the 
country ?—Yes. 

2718. If so, would it increase the quantity of the 
currency and, presumably, tend to raise prices ?— 
Yes. 

2710. And lower the Indian exchange ?—Yes. 

2720. Now what I want to know is whether you 
agree in the statement that the increased production 
of silver would have two effects on the exchange ; 
first of all that it would lower exchange temporarily 
while it was being imported, and, secondly, that it 
would tend to lower the exchange permanently when 
it was added to the currency. Bo you agree with 
that?—1 do. 

2721. And since the mints were closed to silver 
the rupee value of the imports of silver into India has 
largely been reduced ?—Yes, till this last year, in which 
the reduction is smaller, but still considerable. 

2722. Has not the rupee value of imports of silver 
fallen from about Rx. 12,000,000 to Itx. 6,000,000 ? 
—Below 6 millions in 1896-97. 


2723. Roughly, it has fallen to about Rx. 6,000,000 ? 
—Last year it was 8 millions, 

2724. You will get the exact figures for ns ?— 
The values of the net imports have been :—1889-90, 
Rx. 10,937,876; 1890-9],Rx. 14,175,136; 1891-92, 
Rx. 9,022,184; 1892-93, Rx. 12,863,569; 1893-94, 
Rx. 13,719,818; 1394-95, Rx. 6,329,223; 1895-96, 
Rx. 6,582,222; 1896-97, Rx. 5,856,029; 1897-98, 
Rx. 8,473,481. 

2725. Then would you say that the effect of the 
closing of tbe Indian mints to silver on the exchange 
has been as follows:—that in the first place it has 
tended to raise exchange, by leading to a reduction in 
the rupee value of the whole quantity of silver im¬ 
ported ?—Yes. 

2726. It may have prevented a fall of exchange, 
and you say it has prevented a fall of exchange, by 
preventing additions to the currency ?—Yes. 

2727. And it may have tended to raise exchange by 
causing a contraction of the currency, positive or 
relative?—Yes. 

2728. Would you admit that the exchange of any 
country might fall or rise largely without any alteration 
in the quantity of the currency ?—It might, by the 
operation of financial and commercial causes. 

2729. You have admitted that the exchange is 
affected by financial and commercial causes?—Yes. 

2730. Now, would yon read the answer given by 
Mr. J. Beaton to questions No. 2297 and 2298 before 
the Herschell Committee ?—He says the Brazil ex¬ 
change went down between 1865 and 1869 to 14 d. at 
one period ; that was the time of the Paraguayan war. 
Then he is asked “ That was an exceptional period ? ” 
and he says “ Yes, and as the depreciation of the 
“ exchange did not follow an increase of the incon- 
“ vertible paper, there must have been some other 
“ cause for the depreciation at this period. That 
“ cause was the constant and heavy demand for 
“ sterling bills, in consequence of (ho large purchases 
“ of war material, and expenses of the army in the 
“ field having to be paid in gold. It is generally 
“ assumed that, the larger the amount of incon- 
“ vertible paper which a country has, the larger will 
“ bo the depreciation of its sterling exchange, but that 
“ was not the case in Brazil.” 
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Adjourned. 


SIXTH DAY. 


Tuesday, June 14th, 1898. 


Present; 


The Right Hon. Sir HENRY 

The Lord Baleour oe Burleigh. 

Sir John Muir, Bart. 

Sir: Francis Mowatt, K.C.B. 

Sir David Barbour, K.C.S.I. 

Sir Charles Cuosthwaite, K.C.S.I. 


II. FOWLER, G.C.S.I., M.P., in the Chair. 
Sir Alfred Dent, K.C.M.G. 

Mr. Robert Campbell. 

Mr. Everakd Hambro. 

Mr. W. H. Holland. 

! Mr. F. C. Lk Marchant. 


Mr. Robert Chalmers, Secretary. 


Mr. James Fairbairn Finlay, C.S.I., recalled and further examined. 


2731. (Sir D Barbour.') You stated yesterday 
that though the Government of India propose to take 
power to reduce the currency by melting down rupees, 
tliev did not intend to act on that power unless they 
found it necessary to do so ?—Yes. 

2732. If exchange remained steady at about Is. 4c?., 
and if gold came in you said they would not, or might 
not, think it necessary to melt down rupees ?—I did. 

i Y 2753. 


2733. On the other hand, if exchange fell, and 
gold went out, supposing any had come in, they would 
proceed to melt down rupees ?—Yes. 

2734. And they would continue to do so until the 
exchange rose again ?—That was my evidence. 

2735. And I suppose it would be possible that after 
the melting down of rupees the exchange, that rose 
for a time, might afterwards fall ?—It is quite possible. 

N 
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2736. And in that case, they would melt down 
rupees again ?—“When it began to All. 

2737. Always within the limits of the powers that 
they had taken ?—Yes. 

2738. Assuming that Government acted in that 
way, the melting down of rupees would go on some¬ 
what in the same way as Mr. Lindsay proposes. His 
scheme is to sell bills on England when exchange falls 
to Is. 3frf., and to melt down the rupees received for 
those bills ?—Yes, the processes would be somewhat 
similar; but Mr. Lindsay proposed actually to melt 
rupees only if the amount of gold in the Gold Standard 
Office was not sufficient to meet the bills drawn on it. 

2739. That melting down by the Government ot 
Indiu of rupees might be extended over a considerable 
period ?—It might. 

2740. Exchange might rise and fall again ?—I do 
not think the Government of India'expect that. 

2741. But is it possible r—It is quite possible, but 
it is not probable. They expect that the scheme, 
when brought into operation, would establish exchange 
at Is. 4 d. pretty quickly. 

2742. But if a larger amount had to be melted 
down, I understood that the operation would be spread 
over a considerable time. You do not propose to melt 
down the 10 crores all at once?—That is the maximum 
for one year. 

2743. That is a considerable period, is it not ?— 
It is. 

2744. And you would have to get an Act of Parlia¬ 
ment before you could carry out this operation ?— 
You would require an Act of Parliament to borrow 
in sterling. 

2745. You could not get that this session ?—I think 
not. 

2746. So that, probably before you could melt down 
10 crores it would be two years from the present time ? 

<—Very likely. 

2747. As a minimum ?—Ye3, of time. 

2748. Now the object of melting down rupees is to 
effect a contraction of the curroncy ?—Yes. 

2749. Which you believe would affect prices ?—Yes. 

2750. Can you say within what time the reduction 
of the currency would affect prices ?—No, I cannot. 

2751. So that, although the Government of India 
began to melt rupees in order to raise exchange, it is 
not certain—it is not clear—that the exchange would 
rise immediately ?—It is not. 

2752. Is it not possible that the contraction of the 
currency might not affect prices for one, two, or 
even three years ?—I suppose it is possible, but I 
think, probably, it would affect it sooner. 

2753. We have no positive evidence on that point, 
and therefore we cannot say with certainty what the 
result would be?—No. 

2754. Then the validity of the reasoning of the 
Government of India in their despatch of March 3 
appears to depend on two things; first, whether there 
has been a rise in exchange since 1894-5, and, 
secondly, whether that rise is mainly, or in a material 
degree, due to the contraction of the currency ?—Yes. 

2755. As regards the rise of exchange, I believe 
there is no room for doubt ?—There is no doubt 
of it. Prom 1894-95 up to 1897-98, there has been a 
very remarkable and very steady rise of exchange. 

2756. And as regards the present year, so far as 
we have gone, there appears to be a prospect of a 
further rise?—It is keeping much steadier at this 
season than was generally expected. 

2757. It is keeping higher than the average of last 
year at the same time ?—Yes ; for every year since 
1894-95 each month has been higher than the same 
month in the preceding year. 

2758. I wish to ask you whether the prospect, so 
far as we have gone in the present year, indicates a 
higher exchange than last year ?—It does. 

2759. The next important question would appear 
to be whether or not this rise in exchange is due to a 
contraction of the currency ?—Yes. 

2760. WhfEt evidence have you got that there has 
been a contraction of the currency?—In the first 


place, I would say that it is a reasonable supposition 
under the circumstances, the usual increase having 

been stopped. 

2761. The usual increase having been stopped, it 
might be expected that the closing of the mints 
would produce in the course of time a certain amount 
of contraction of the currency ?—Yes. 

2762. 1 dare say you have seen Mr. Harrison’s 
evidence ?—No, I have not seen it. 

2763. Do you know his estimate of the total 
amount of the currency ?—Yes, it is 120 crores. 

2764. His estimate for 1893 is 128 crores ?—I 
think it was, 128 crores or a little more. 

2765. That shows a fall of 8 crores; and his 
estimate for 1886 was 116 crores?—It was less than 
for the later years. 

2766. There was a rise from 1886 to 1893, and 
from 1893 to 1897 there appears to have been a fall of 
8 crores ?—Yes. 

2767. Then, as regards the other facts bearing on 
the contraction, there has actually been an addition of 
about Ex. 4,000,000 to the circulation, since the mints 
were closed ?—Yes ; 2 crores by the coining of silver 
which was taken over after the mints were closed, and 
2 crores by the currency investment in 1896. 

2768. I also understand from the despatch of the 
Government of India, that although some 'rupees 
came back to India after the mints were closed, 
there has, subsequently, been a net export of about 
Ex. 2,000,000 ?—About 1| crores from October, 1893, 
to March, 1898, there was an import in the later 
months of 1897-98. 

2769. Do you know where those rupees went ?— 
Chiefly to Ceylon, I think, and to the Mauritius ; 
perhaps some to Africa. 

2770. Now, those rupees, put down as having left 
India, include only the large sums that were exported 
out of India by sea?—Yes, all sums shown on the 
invoices of the vessels carrying them. 

2771. They are on the invoices of the vessels that 
carried them ?—Yes. 

2772. It might be the case that rupees would leave 
India in the pockets of passengers ?—Yes. 

2773. But that would be nothing of any importance ? 

■—That would be nothing very great. 

2771. So far as you know, there is no reason for 
thinking that item to be of importance ?—We have no 
reason to suppose that that is anything great. 

2775. But if a man had been serving, say, in Africa 
or Persia, and was coming back to India, and the 
rupee had an artificial value in India, he would be 
likely to bring back rupees, in order to get the higher 
rate ?—Yes, or he might get an order on India. And 
it is unlikely that such imports would now be any 
greater than they were before 1893. 

2776. Still the tendency would be for the 
over-valued rupee to come back from the foreign 
country into India ?—That is what was expected, 
certainly. 

2777. It would be the natural thing ?—So far as 
our returns go it has not occurred. 

2778. But the money coming back in the pockets 
of the people in that way would not appear in your 
returns ?—It would not. 

2779. Then I think you expressed the opinion 
that probably some rupees had come out of hoards ?— 
Yes. 

2780. You could not say what amount, I imagine ?— 
No. 

2781. Did the amount appear to be large?—Ido 
not think it has been large. 

2782. Do you think it likely that the famine in the 
last two years might have caused rupees to have come 
out of hoards. Do you think distress would bring out 
money ?—It is likely, but there is not much evidence 
of it. 

2783. In former times the people did to an appreci¬ 
able extent bring out and sell silver ornaments in 
time of famine ?—Yes. 

2784. And I suppose the presumption would be at 
the present day that a man would rather bring out 
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rupees than bring out his ornaments which he would 
have to sell at a much lower price than formerly ?— 
Yes. 

2785. On the other hand, do you think it is possible 
that many of the people of India may have gone cn 
hoarding rupees just as they formerly did ?—I think 
it is quite possible, and also probable. 

2786. For example, a man of small means, who 
was i n the habit of keeping 30, 40, or 50 rupees, might 
go on adding to them as he made money?—Yes. 
Personally I do not think that the habits of the 
people have changed in this respect in consequence of 
the closing of the mints. 

2787. And the amount absorbed in that way might 
be something considerable ?—It might. In fact the 
closing of the mints might give the native a greater 
inducement to hoard rupees if he knew that rupees 
had become more valuable. 

2788. Do you think he would know that?—No, I 
do not think he would. 

2789. Now, coming to the other side of the question, 
has there been any general fall in prices?—No. 

2790. You are not aware of any fall in prices?— 
No. 

2791. We know that prices are very difficult to deal 
with in India; the commodities which are generally 
bought and sold, are food grains, which rise and fall 
in price with the seasons ?—Yes. For the last two 
years prices have been affected by the famine; I think 
myself that prices would have been higher during the 
famine, had the mints not been (jlosed. 

2792. The exchange has risen from Is. 1 d. to 
nearly Is. 4 d. ?—Yes. 

2793. Theoretically that would require a very 
considerable fall of prices, would it not ?—Yes. 

2794. I calculate the fall to be a little over 18 per 
cent. ?—It would be something like that. 

2795. Assuming, of course, that the rise in exchange 
was due solely to the contraction in currency ?—Yes. 

2796. You have already said that there has been in 
recent years considerable borrowing in England by 
India ?—There has. 

2797. And money has been raised in England by 
companies for expenditure in India, on the construction 
of railways ?—Yes. 

2798. That borrowing involved the remitting of 
money from England to India, or reduced remittances 
from India ?—Yes. 

2799. It would, therefore, to some extent, affect 
exchange ?—It would, certainly. 

2800. I cannot find in the despatch of the Govern¬ 
ment of India any allusion to that as a possible cause 
of a portion of the rise in exchange in recent years ? 
—-No, they have not mentioned that. 

2801. Can you explain why they have not done so. 
Did they think it was of no importance ?—No, but 
they thought that any effect that that would have 
would not be sufficient to counterbalance the lowering 
effect on exchange of the famine in the last two 
years. 

2802. In the present year there is no famine ?— 
There is not. 

2803. But the borrowing still goes on ?—Not to 
the same extent. 

2804. Still it is large this year ?—Yes, it is large. 

2805. I find that the money to be borrowed by the 
Government in London this year is 2,615,000/., and 
the net amount of money to be raised by railways, that 
are guaranteed, is 2,273,000/. ?—Yes. 

2806. Then there is a certain amount of money to 
be raised by companies that are not guaranteed ?— 
Yes. 

2807. Do you know how much they propose to 
raise ?—I do not. 

2808. I think it is at least 1^ millions. Do you 
consider that borrowing sufficiently large to materially 
affect exchange ?— It would affect exchange. 

2809. How do the Government of India make the 
calculation that the famine tended to lower exchange 
so much, and the borrowing tended to raise exchange 


so much, and that the one cause balanced the other ? 
—They do not make the calculation. 

2810. They do not even allude to borrowing in 
their despatch ?—Not in their despatch. 

2811. I dare say you are aware that some people 
say that the whole of the rise of exchange is due to 
borrowing ?—Yes. 

2812. And the Government of India were aware of 
that ?—Yes. 

2813. Nevertheless they did not mention the sub¬ 
ject ?—They did not. 

2814. In his evidence, before Lord Herscheli’s 
Committee, Mr. Hardie put the whole of the remit¬ 
tances from India, excluding payments for imports, at 
22,000,000/. sterling. I asked Sir James Mackay if 
he thought that figure was too high or too low, and 
his answer was that he thought it rather understated 
the amount. .Do you agree with Mr.. Hardie or with 
Sir James Mackay ?—-It is very difficult indeed to say. 

I do not know whether there is any means of getting 
at it. The only means I can think of would be to 
take, say, over a long series of years, the balance of 
trade of India, the Secretary of State’s bills would 
account for so much of that, and the difference would 
give the private obligations corresponding to the 
Secretary of State’s drawing. 

2815. Of course, if there was remittance of capital 
to and from India at that time, which you did not 
know of, but which probably took place, that would 
affect the result of that calculation ?—Anything of 
that sort would affect it in one way or the other. 

2816. The drawings of the Secretary of State are 
about 17,000,000/. sterling ?—They are. 

2817. And then there are profits on tea gardens, 
profits on jute mills, interest on Government paper 
owned by people in this country, profits of merchants, 
savings of Government officials, money remitted for 
their families. Does 22,000,000/. sterling appear to 
you to be too high ?—That would leave 5,000,000/ 
sterling after deducting the Secretary of State’s 
drawing. I think that is rather high than low. It 
is very difficult to get at the amount. 

2818. But the amount over 17,000,000/. would be 
something very considerable ?—It would be consider¬ 
able. 

2319. Now that amount of money, whatever it may 
be, has to be met by the surplus of exports over 
imports in the long run ?—Yes. 

2820. A great deal of that money might in any 
particular year be met by borrowing, but, in the long 
run, it has to be met by the surplus of exports over 
imports ?—It must; excluding capital transactions 
again. 

2821. I say in the long run ?—Yes. 

2822. Now, if the excess of exports over imports 
was not sufficient to pay that money in any year, that 
would be a sign that India was not fully meeting her 
liabilities in that year ?—It would. 

2823. In that case she must have met her liabilities 
by borrowing ?—Yes. 

2824. She is not bankrupt, and if she has not met 
her foreign liabilities by exports, she must have met 
them by borrowing in some form ?—Yes. 

2825. Now, if the contraction of the currency 
causes a rise of exchange, the way in which it 
operates, at least according to the generally accepted 
theory, is that prices in India would fall, and that the 
tendency of exports to increase, and imports to fall off, 
would bring about a rise of exchange. That is the 
mode of operation ?—Yes. 

2826. "Will you look at the surplus of Indian 
exports over imports on private account in the years 
1894-95 to 1896-97, and the rate of exchange ? 
What is the surplus in 1894-95 ?—Rx. 37,246,000, 
and the exchange was Is. IT d. 

2827. Then what was the surplus in 1895-96?— 
Rx. 35,820,000, and the exchange was Is. 1’6 d. 

2828. What was the surplus in 1896-97 ?— 
Rx. 23,850,000, and the exchange was Is. 2 Ad. 

2829. Then in 1897-98 ?—Rx. 14,£03,000, and the 
exchange was Is. 3'4 d. 
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2830. During all that time the exchange was 
rising ?—It wtis. 

2831. And if it was the contraction of the currency 
that caused a rise of exchange, the mode of operation 
would be by' increasing the exports and diminishing 
the imports ?—Yes. 

2832. That would lead, you would naturally expect, 
to a larger surplus every year or at any rate to a 
surplus that was not less than before ?—Yes. 

2833. If the contraction of the currency caused a 
rise in exchange, while exchange is rising from that 
cause, the surplus of exports over imports should tend 
to increase ?—It should. 

2834. But, in point of fact, the surplus has been 
diminishing during the last two years ?—Yes. 

2835. How do you account for that ?—That is 
accounted for by the famine for the last two years. 
That famine caused a greater reduction in exports 
than in imports. 

2836. Now I want to go back again to the borrowing. 
I have got here an abstract of the figures taken from 
the India Ofjice return. In 189-1-95 the Government 
of India paid off Rx. 1,172,338 of debt; in 1895-96 
they paid off Rx. 584,812; in 1896-97 they borrowed 
Rx. 3,326,125; that is exclusive of the two millions 
from the currency reserve ; in 1897-98 they borrowed 
Rx. 2,570,500. In 1898-99 the estimate of borrowing 
is Rx. 2,675,000. In addition the Government 
received the following sums from railway companies. 
In 1895-96, Rx. 163,800, in 1896-97, Rx. 328,200, 
in 1S97-98, Rx. 704,800, in 1898-99 estimate, 
Rx. 1,440,000. Then, as regards borrowing, the 
Government and the guaranteed companies raised in 

1894- 95 2,339,765/. (that is in London). Then in 

1895- 96 they raised 939,133/. In 1896-97 they raised 
2,720,901/. Then in 1897-98 theyraised 10,138,281/. 
In 1898-99 4,888,300/. The companies that were not 
guaranteed raised in those years the following sums. 
In the calendar year 1894 475,927/. ; in 1895 
698,385/. ; in 1896 1,849,444/. I have not got the 
figures for the two following years, but in 1897 for 
the six months up to the 30th June they raised 
463,037/., and this year they algo intend to raise a 
considerable sum. Now do you think that that 
borrowing is sufficiently large to account for an 
appreciable proportion of the rise in exchange that 
has taken place since 1894-95 ?—Certainly. 

2837. It would be impossible to say how much ?—It 
would. 

2838. Since the mints were closed the rupee value 
of the imports of silver has largely fallen off?—It has. 

2839. We saw yesterday that it had fallen off from 
an average of about Rx. 12,000,000 yearly to about 
Rx. 6,000,000 ?—Yes. 

2840. That is a reduced import into India of 
Rx. 6,000,000 worth of silver ?—Yes. 

2841. That would have an appreciable effect on 
exchange ?—Yes. 

2842. And the borrowing which we have seen is 
decidedly large, would also have an appreciable effect 
on exchange ?—It would. 

2843. There has been also a contraction of the 
currency which may have had an effect greater or 
less ?—Yes. 

2844. Then how is it possible under the circum 
stances to take the total rise in exchange and divide 
it between those three causes, the reduced import of 
silver, the higher borrowing, and tbe contraction of 
the currency ?—I think it is very difficult to divide 
it. 

2845. Is it not impossible ?—I could not suggest 
any way of doing it. 

2846. In their despatch the Government of India 
mention only the contraction of the currency ?—Yc3. 

2847. Now what do you consider to be the cause of 
the high rate of discount in India, in the last two 
years ?—I consider it is the diversion of currency from 
the Presidency towns. Capital has also been trans¬ 
ferred from India. 

2848. How has it been diverted from the Presidency 
towns ?—The famine expenditure has taken away a 


great many rupees, and also the war expenditure, and 
the railway expenditure. 

2849. Take the famine expenditure; how was 
money found for the famine expenditure ? Was it 
partly found from the revenue of Government?—It 
was entirely found from the Government revenue. 

2850. Without borrowing?—Well there was a 
deficit in the year. 

2851. And there was borrowing to meet I hat ?— 
There was borrowing on the whole account. 

2852. Assuming that the* Government raises 
revenue and spends it in the relief of famine, would 
that affect the rate of discount in India; does it affect 
the supply of loanable capital ?—Very much. 

2853. In what way ?—The Government borrows. 

2854. But I say, assuming that the Government 
raises revenue and spends it in relief of famine, would 
that raise the rate of discount ?—The revenue after 
collection is usually sent to head-quarters and kept in 
the Presidency towns to a great extent, and so made 
available for trade. 

2855. Only to a limited extent ?—All the surplus is 
made available by being offered to purchasers of 
Council bills. 

2856. The expenditure on famine, you think, has 
helped in this way to cause a rise in the rate of 
discount?—Yes. 

2857. The Government have sold fewer Council 
bills, and you think that is part of the cause of the rise 
in the rate of discount ?—It is. 

2858. Also there has been considerable borrowing 
by the Government in India during the last two 
years ?—There has been borrowing. 

2859. Considerable borrowing. In 1894-95 they 
paid off Rx 1,172,000. That increased the supply of 
capital, did it not?—Yes. 

2860. Then in 1895-96, they paid off Rx. 421,001 
allowing for the receipt of capital raised by railway 
companies ?—Yes. 

2861. That increased the supply of capital ?—Yes. 

2862. And in 1896-97, they borrowed, including 
capital paid in by railway companies Rx. 3,654,000 ; 
in 1897-98, Rx. 3,275,000., and for the present year 
they estimate Rx. 4,115,000. That wns a considerable 
drain on the capital in.India?—It was. 

2863. I do not know whether you recollect that the 
old principle on which the Finance Department of India 
acted was that, you could not economically raise more 
than Rx. 2,500,000 iu the Indian financial market 
year by year ?—I thought it was 3 millions. 

2864. At any rate, these borrowings for the two 
years, and the estimate for the present year, comes to 
rather more than what used to be thought the 
maximum that could be economically raised ?—Yes. 

2865. The Indian market for capital is very 
limited ?—Yes. 

2866. When rupees were borrowed in India in the 
old days a portion of that money used very frequently 
to coine from London ?—Certainly. 

2867. I do not know whether you recollect a state¬ 
ment snowing that about half of it came from London ? 
—I thought it was more than half. 

2868. Do you know whether this money that was 
borrowed in 1896-97 and 1897-98, has come from 
London to any extent ?—I think it did in both years. 

2869. In so far as money came from London, it did 
not impose any strain on the Indian money market, 
but so far as it came from London, it was another 
cause tending to raise exchange—the money having to 
be remitted from London ?—Yes. 

2870. I believe it was originally intended in 1897- 
98 to borrow Rx. 1,000,000 more than was actually 
borrowed ?—If was intended to borrow Rx. 4,000,000 
but the loan issued was for Rx. 3,000,000 only. 

2871. How was that?—Because the Government 
was anxious not to put too great a strain upon the 
Indian market. 

2872. In fact the supply of capital in the Indian 
market was short ?—It was, and we also raised the 
rate of interest. We intended to raise the loan at 
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3 per cent, last year, whereas in fact we raised it at 3^ ; 
we were afraid we should not get it at 3. 

2873. The short supply of capital raised the rate of 
interest as it raised the rate of discount ?—Yes. 

2874. Now I want to ask you a few questions 
about the effect on exchange of different investments 
of British capital in India. I will first take the case 
of tea gardens. If 1,000,0007. of British capital 
were sent out to India to be invested in tea gardens, 
the remittance of that money to India for the time 
being would raise the rate of exchange ?—Yes. 

2875. After the tea gardens have been established 
the whole produce of the tea gardens practically is 
exported from India P—Yes. 

2870. Tlie tea is not consumed in India to any 
appreciable extent ?—No. 

2877. That would involve an addition to Indian 
exports ?—It is. 

2878. And ought to favourably affect the rate 
of exchange ?—It ought. 

2879. And no doubt does ?—It must. 

2880. So that if more tea gardens are established 
with British capital in India—the permanent effect is 
not to put down the rate of exchange, but to keep it 
higher than it otherwise would have been ?—It is. 

2881. 1 suppose the same thing would hold good 
with respect to jute mills and cotton mills ?—Yes. 

2882. Cotton mills produce goods for export, but 
partly for local consumption ?—More for local 
consumption. 

2883. So far as they produce for local consumption 
they diminish the imports of cotton goods. That is to 
say, instead of India buying cotton cloth from Manches¬ 
ter, it is made in India i —Or rather it meets a demand 
which Manchester does not supply, which Manchester 
might have supplied but for local production. 

2881. So that the establishing of cotton mills in 
India, even though it he with British capital, has a 
distinctly favourable effect on exchange by diminishing 
imports and increasing oxports ?—Yes. 

2885. Now I want to take the case of money 
borrowed in this country for unproductive expenditure 
in ludin, such as a war. The interest on that money 
would have to he paid in England ?—The interest 
would have to be paid in England. 

2886. And the payment of that iuterest would have 
an injurious effect on exchange ?—It would. 

2887. The war not increasing either the exports or 
imports ?—No. 

2888. Now I want, to take the case of a railway. 
If money is raised in this country and spent on a 
railway in India, it is very probable that the railway 
would increase the exports from India ?—It is. 

2889. And afford greater facilities for the transport 
of Indian produce to the coast?—Yes. 

2890. It might also and probably would, to some 
extent, increase imports ?—Yes, by providing the same 
facilities for trade from the coast. 

2891. The interest on the capital would have to be 
paid in Londou ?—Yes. 

2892. So whether the railway affected exchange 
favourably or unfavourably would very much depend 
upon the balauce between these three different items 
—the exports, the imports, and the interest ?—It 
would. 

2893. A railway made in India with British capital 
might have a favourable effect on exchange ?—It 
might. 

2891. Or it might have an unfavourable eflect ?— 
It might. 

2895. It would depend on the circumstances of the 
railway ?—Yes. 

2896. The famine, I think, began to be felt in India 
in 1890-97 ?—Yes, in October 1896. 

2897. And in the same year the increased rale of 
borrowing in England began?—Yes. 

2898. That was the year in which the rate of 
exchange showed a marked tendency to rise ?—It was. 

2899. Aud the higher rate of borrowing began iu 
India iu 1896-97 ?—Yes. 


2900. That was the year in which the rate of 
discount in India rose ?—It was—in November and 
December 1896. 

2901. And it was in 1896-97 that the marked 
reduction took place in the surplus of Indian exports 
over Indian imports ?—Yes from 35 crores to 23 crores. 

2902. So that all these things appear to have 
started into being in 1896-97 ?—Yes. 

2903. ( Sir C. Crosthwaite.) The Government of 
India have received complaints from the centres of 
trade in the Presidency towns; they have had com¬ 
plaints of the contraction of the currency ; and the 
stringency of the money market, and the high bank 
rate have been attributed to the contraction of the 
currency ?—Yes. 

2904. Has the Governmant of India received any 
complaints from the interior of tho country of the 
same kind r—N'o, I think not. 

2905. Have any of the provincial governments 
complained that the land revenue was more difficult to 
collect on account of the contraclion of the currency ? 
—They have not. 

2906. The rate of interest is very high in the 
interior, as a rule, compared to the Presidency towns, 
is it not ?—In petty transactions it is. The village 
money lenders’ rate of interest is high. 

2907. JVly object in asking you this is to find out 
whether there is any information as to the effect of 
the closing of the mints on the agricultural population. 
That was the reason why I referred to petty transac¬ 
tions of that kind—small transactions to enable a man 
to pay his rent or to pay his revenue. You know 
that a good deal of borrowing takes place as a matter 
of habit almost and custom ; anyhow, it is a matter of 
very common practice to borrow money to pay rent 
and to pay revenue?—It is. 

2908. Have you any idea at what rate money is 
borrowed for those purposes ?—I think a good deal 
higher than the rates in the Presidency towns. 

2909. Do you know that at the times at which rent 
and revenue are collected the rate charged to tho 
agriculturist is higher than at other times of the year? 
—I believe it is. 

2910. That is a normal thing ?—It is. 

2911. {Chairman.) Are these loans for very short 
periods?—Yes, on the security of tho crops. 

2912. {Sir C. Crosthwaite.) Or it may be on other 
securities ?—Yes. 

2913. {Sir D. Barbour) For the purpose of enabling 
a man to pay his revenue before the crop is ready to 
come into the market?—Yes. 

2914. That very high rate is not continued for the 
whole year ?—I believe it is not. 

2915. What I want to know is, have the provincial 
governments or their officers reported complaints from 
the people that since the closing of the mints these 
rates have been raised ?—I have not heard of that. 

2916. Now, I would ask on what grounds the 
redundancy of the rupee has been asserted. What is 
the basis of the Government of India’s opinion that 
the rupee is redundant?—You mean redundant with 
reference to a rate of Is. 4 d. ? 

2917. Yes, with reference to a rate of Is. 4<7.?— 
There are more rupees in existence, they say, than are 
consistent with a rate of Is. 4<7. 

2918. But do they base that on the mere fact that 
the exchange will not keep at Is. 4c7. ?—Yes. 

2919. Is it possible to say that the rupee, although 
redundant with reference to Is. 4d., is not redundant 
with reference to Is. 3i7. ?—It is not possible to sav it 
with reference to any particular rate. If you go low 
enough, you would certainly come to an exchange at 
which tlie rupee would not be redundant. 

2920. It is merely because it does not go to Is. 4 d. ? 

Yes. 

2921. Do you think it would be possible to cause 
great inconvenience in the country before you got to 
Is. 4f7. I suppose the currency can be redundant 
with reference to a rate, and yet not redundant with 
reference to the transactions of the country. A certain 
amount of rupees, especially in a country, like India— 
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a certain amount of actual coin, may be necessary for 
carrying on the business of the country. Is that so ? 
—I suppose so. But the transactions would accom. 
modate themselves through prices to a reduced 
currency. 

2922. Then, do you think it is possible that there 
might be great inconvenience in the country caused 
by the actual want of coin, and yet the sterling 
value of the coin might be less than the point at 
which the Government of India was aiming ?— 
I suppose it is possible, but there is no reason to 
believe that that is so. There have been no complaints 
of actual difficulty iu getting rupees. 

2923. How would it appear that it was so ? When 
would you know that things were getting to that 
danger point at which you would cause great incon¬ 
venience to the country by the contraction of the 
currency ?—If the payers of rent and land revenue 
found difficulty iu getting rupees to discharge their 
liabilities, and if the merchants could not get credits 
to carry on their business. 

2924. The merchants do say that that has oc¬ 
curred ?—They do. 

2925. What is the Government of India’s answer 
to that ?—That that has been caused by the diversion 
of currency from the trade centres to up-country 
places where it is not available for trade. 

2926. And the fact that no such complaints have 
come from up-country places and the interior might 
so far support the Government of India’s views ?— 
Yes, it is merely a diversion of currency. 

2927. t Chairman.) Are you able to answer the 
question: Has or has not the Government of India 
received any complaint whatever with reference to a 
stringency of the currency in the internal agricultural 
districts ?—It has not, so far as I know. 

2928. You, speaking for the Government of India, 
say that you have not received any official complaints ? 

That is so. 

2929. If such a stringency had existed, would you 
not, with the machinery of the Government of India, 
have received such complaints ?—I think we should. 

2930. (Sir A. Dent.) 1 should like to ask you one 
or two questions upon the despatch of the Government 
of India to the Secretary of State dated 3rd March. 
In paragraph 2 1 the Government of India say “ the 
“ amount of coiu required for needs of commerce 
“ increases every year ” ?—That is so. 

2931. Then is the Government justified in de¬ 
liberately stopping the supplies of the coin?—Not 
permanently, but the Government of India have not 
done that permanently, they are only in a transition 
state now. When we get the gold standard esta¬ 
blished there will be an automatic increase as required 
by trade. 

2932. Anyhow, it has intentionally forced this coin 
very materially above its intrinsic value ?—It has. 

2933. And is it not rather the fact that the export 
trade is largely contributing towards that factor. It 
is said that the Government have saved some nine 
millions ; is not that largely paid for by the exporters 
of tea, for instance ?—By the exporter and the 
importer—the whole of the trade, the general tax¬ 
payer and the whole community. 

2934. You say the importer as well pays it ?—The 
whole trade and the whole community. 

2935. Then there is a suggestion for melting down 
rupees. Would not such melting down of rupees 
have a very disastrous effect on the price of silver ?— 
It might have some effect. 

2936. And would it not also cause great consterna¬ 
tion in the mind of every native holder of rupees ?—I 
do not think so. I see no reason why it should. 

2937. The Government maintain in another para¬ 
graph that they are under no obligation to consider 
the price of silver ?—They say “ Even if they were 
under an obligation.” 

2938. But how can they say that when it is 
the component of the whole of their currency at 
present, and*must always be the paramount part of 
their currency ?—They hope they h ave made the value 


of the rupee independent of silver. But they are 
talking more of the general market in that paragraph 
that you have quoted. 

2939. It is said that they propose to borrow gold 
in London ?—It is. 

2940. Would it not be possible to accumulate gold 
in other ways, say, for instance, by making duties 
payable in gold ?—It would, or by buying gold in 
India. 

2941. Is it not the fact that Russia requires a 
great deal of her duties to be paid in gold ?—Yes. 

(Chairman. j You mean Customs duties? 

2942. (Sir A. Dent.) Yes. If India acquired gold 
in that way by a slower process than is now con¬ 
templated, would not that avoid the necessity of 
going to Parliament ?—It would. It would not be 
necessary to go to Parliament to say that the import 
duties should be levied in gold ; but it would be very 
undesirable to do so, and specially so until gold was 
declared legal tender. 

2943. Is it necessary to go to Parliament to declare 
gold legal tender ?—No, the Secretary of State could 
sanction that without going to Parliament. 

2944. At the end of paragraph 21 there is a 
comparison with France ?—Yes. 

2945. But is it fair to compare India with France, 
who holds such large stocks of gold and silver in her 
vaults ? According to the return at the end of May 
there was in the Bank of France 74,300,000/. in gold, 
and 49,000,000/. in silver ?—France has a much 
larger stock of gold than India is ever likely to 
require, and gold would not go into circulation in 
India to any appreciable extent, whereas it does in 
France. 

2946. How do you say that it goes very largely 
into circulation in France, when there are such enor¬ 
mous accumulations in the Bank of France itself ?— 
I understand that it is in general circulation in France, 
nearly to as great an extent as the five franc pieces. 

2947. (Mr. Campbell.) There are notes issued 
against it?—Notes are not issued specially against 
gold iu France, I think. It is against gold and silver 
together. 

(Chairman.) On page 23 of the Herschell Com¬ 
mittee’s report, there is this passage : “ The notes 
“ of the Bank of France are convertible into gold or 
“ silver at the option of the bank. The bank pays 
“ gold freely for home use, but if gold is required in 
“ large quantities, especially for exportation, special 
“ arrangements must be made. There is no difficulty 
“ in maintaining the silver or the notes at their gold 
“ value.” 

2948. (Sir A. Dent.) Do you still think it is quite 
fair to compare India with France ?—I think so, but 
the comparison here refers to the kind of gold standard 
proposed for India. We shall have a gold standard 
with the token coins legal tender to an unlimited 
amount. That is the comparison that is made. We 
should have the same kind of gold standard as they 
have in France. 

2949. Wbeu the Government melt the rupees— 
if ever they do so—is it not contemplated to sell 
that silver in India ?—It is. 

2950. The Viceroy in his despatch apparently 
reckons very largely on the support of the Bengal, 
Madras, and Bombay Chambers of Commerce ?—He 
does. 

2951. Do you believe that their support will still be 
accorded to the scheme ?—I have heard that it will 
not be, as regards the particular proposals of the 
Government of India, but as regards the main object 
of passing to a steady exchange and a gold standard, I 
believe it will be. I have not heard anything to show 
that the chambers have gone against that. They do 
differ as to the best method of attaining that object. 

2952. I suppose you would admit that there is a 
good deal of difference between the merchants who are 
concerned in the exchange and the planter who is 
concerned in the exchange ?—Yes. 

2953. The merchant, I take it, does not care much 
what the exchange is ?—So long as it is steady. 
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2954. But that does not apply to the planter. The 
high exchange is very much against him ?—For a 
time. It is only temporarily. 

2955. Therefore the merchants’ interest is not 
always quite the same as the planters’ on questions of 
exchange ?—Not just for a short time, but perma¬ 
nently I should say they are identical, and that both 
of them would do much better if they had a steady 
exchange. 

2956. (Mr. Holland .) We heard from a witness the 
ocher day that some of the native mints were still open 
to the coinage of silver ?—Some of them are—a few. 

2957. Can you tell me, as a matter of information, if 
their rupees have a circulation beyond their own terri¬ 
tories ?—Very slight, only on the borders, if at all. 

2958. Are you free to say how the native rulers 
regard the currency proposals of the Government? 
Have you had any expression of opinion from any of 
them ?—Well, I can only say that two native States, 
Bhopal and Kashmir have, since the closing of our 
mint', deliberately determined to adopt the British 
rupee. 

2959. That might be done as a policy of self- 
defence, without implying an agreement with the 
Government currency proposals ?—But if their own 
currency is better why should they adopt that policy 
in self defence ? If they thought their own was a 
better currency, they would not have changed it. 

2960. But is it not conceivable that the action of the 
Government might compel them to take a certain line ? 
—You mean being comparatively small states in the 
middle of a large territory. 

2961. They might find it to their own interests 
under the altered circumstances, to take a certain line, 
whereas they would not have done so if the circum¬ 
stances had remained unchanged ?—The inconvenience 
of the different currency was not so great when both 
currencies were based on silver. 

2962. I do not understand whether you have given 
a direct answer, yes or no, as to whether the native 
rulers may be regarded as a whole as looking with 
favour on the proposals of the Government ?—I have 
not heard of any approval or disapproval. 

2963. You admit that by a contraction of the cur¬ 
rency exchange has been raised—that that has been 
one of the factors in the rise in exchange ?—That has 
been one of the factors. 

2964. And I think you have admitted that by a 
still further contraction it would be likely to go higher 
still ?—Yes. 

2965. Do you admit that the Government is the 
gainer by a high rupee ?—It will pay fewer rupees for 
its sterling expenditure with a high rupee than with a 
low rupee. 

2966. Do you admit that India’s greatest industry, 
which I suppose is agriculture, is a loser by a high 
rupee ?—It is alleged that the agriculturists have been 
gaining by the continuous fall, because their land 
revenue and rents were fixed when the rate of 
exchange was higher. All that has happened, or will 
happen, will be to prevent their getting a still further 
gain ; to stop the gain that they have been making 
through changes in the value of the rupee after their 
contracts were fixed. If the contracts had been fixed 
at a later date when prices had adjusted themselves to 
the lower exchange they would not have made that 
gain. 

2967. Supposing they are, rightly or wrongly, 
gainers by a fall, then, conversely, we may suppose 
that they would be losers by a rise ?—Yes, losers of 
the gain that they might otherwise have made. 

2968. (Chairman.) I should like to get that clear. 
What is your starting point ? The land settlement in 
India lasts for 30 years ?—That is the usual term. 

2969. The great bulk of the land settlement now 
in existence must have been fixed at a time when the 
rupee was much higher ?—Yes; very few of them 
were fixed when the rote was as low as Is. id. 

2970. Therefore, supposing there was a fixed rate 
of exchange putting it back at Is. id., that would 
involve no injustice to the tenant. He would still be 


paying less land revenue than was fixed at the time 
of the settlement ?—Exactly. Less land revenue than 
would have been levied if the present rate of exchange 
with the corresponding level of prices had prevailed 
when the settlements were made. 

2971. (Mr. Holland.) Then if it could be estab¬ 
lished that the Government were the gainer, and 
that agriculture was a loser by a high rupee, it would 
follow that the interests of the Government of India 
would lie in one direction, and the interests of agri¬ 
culturalists in another ?—The Government must take 
account of the interests of the whole country, and 
strike a balance. If there are interests which happen 
to clash with the general interest, they must give way. 
But in the case you mention, the Government do not 
believe that that is any conflict of interests. 

2972. Undoubtedly that is the highest function of 
government. It would not do for merely official 
interests to outweigh agricultural or other important 
interests ?—No. The Government would not propose 
that. And they do not believe that their proposed 
measures wpuld cause any injury to the agricultural 
industry. 

2973. You admit that it is a serious undertaking 
for a government to link together two metals whose 
value, when they are left to themselves, is constantly 
changing ?—It is a difficult matter; but what is 
proposed, is to link together gold and a limited 
number of silver rupees. 

2974. In your opinion, do the difficulties and 
dangers of giving a fixed value to the rupee increase 
with the divergence between its currency value and 
its intrinsic value?—Once we have got the rupee 
fairly separated from silver, it is no longer dependent 
on silver. We make the rupee a simple token coin. 

2975. It seems to impose a greater responsibility 
on the Government to maintain it, does it not ?— 
We continue as a token the silver coin which was in 
existence before ; and by making it a token we make 
its value independent of the metal in it. 

2976. You admit that if rupees are to be withdrawn 
and melted down and sold as bullion, the tendency of 
that would b e to decrease the price of silver in the 
open market ?—It would during the period in which 
the bullion was being sold. 

2977. And to that extent the tendency would be 
to increase the disparity ?—It would. 

2978. In paragraph 20 of the Government of 
India’s proposals, a policy is contemplated of restrict¬ 
ing silver on the one hand, and holding fast to gold 
on the other ?—That is until the gold standard is 
thoroughly established. When it is thoroughly esta¬ 
blished there will be no need to hold fast to gold, 
when the rupee is firmly fixed at 1.5. id. 

2979. Still it has not a very good sound in the 
trader’s ears, has it, to talk of restricting silver and 
holding fast to gold? You admit that a full supply 
of currency is necessary for helping trade and 
stimulating enterprise ?—It is. 

2980. And that a deficiency in the supply would 
hamper trade, and kill enterprise ? — Yes ; but the 
restriction proposed is only temporary, tilt the greater 
benefit of having a fixed exchange and a gold 
standard is secured. 

2981. I should like to know if you agree with a 
paragraph that appears in a copy of the despatch 
addressed by the Court of Directors to the Govern¬ 
ments of Bengal and Madras, dated 25th April 1806 
(it is going back a long way), dealing with the currency 
of India. This is the paragraph I refer to: “ Our 
‘‘ gold coin should not be forced into circulation at a 
“ fixed value in regard to the silver coin, but left to 
“ find its own level, according to the usefulness it 
“ may possess as a coin being issued according to the 
“ market value of the metal.” I presume you differ 
from that entirely ?—It is quite impossible to have 
both metals legal tender without having a fixed ratio 
between them. 

9982. Do you think if you accumulated a gold 
reserve you would be able to control the location of 
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that reserve; that is, whether it shall he here or in 
India ?—I think so, if you establish it in India. 

2983. That being so, I take it you also differ from 
another paragraph in that same despatch, which reads 
as follows :—“ It must be remembered, no regulation 
“ or expedient can be devised to keep the coin in any 
“ country where the balance of trade is against it.” 
Do you differ from that ?—You cannot keep coin 
which circulates at the value of the metal contained 
in it; but token coins do not go out to balance the 
trade. Of course there would be the risk of the gold 
entirely disappearing if enough of it were not 
accumulated. 

2984. (Mr. Ilambro.) You say that one of the 
objects you hope to obtain by the contraction of the 
currency is the raising of the price of the rupee— 
the exchange value of the rupee ?—Yes. 

2985. Suppose that the exchange value was Is. 3 d., 
and you contracted the coinage enough to drive it up 
to 1 s. Ad., and suppose that, all things were the same 
on this side—I mean prices of freights and so on— 
would not that be equal to a 7 per cent, tax on all 
production ?—It would be making the rupees paid in 
payment of taxes more valuable. In all business 
transactions fewer rupees would be paid and received 
in proportion to the increase in the value of the rupee. 

2986. Would it really mean a tax that the tax¬ 
payer perhaps did not see, but really a hidden tax on 
all the production of every farmer and everybody 
in India to the extent of 7 per cent. ?—On everyone 
who had to pay to the Government taxes of an amount 
fixed in rupees before the change in value occurred. 

2987. You say the contraction of the rupee would 
drive it from Is. 3d. to Is. 4d. That can only be 
done by the producer selling his products so low 
because he wants rupees, and the only way in which 
he can get rupees is to sell his products at a low 
price—that it will bring back gold from London for 
which he can exchange rupees ?—Yes. 

2988. Is not that virtually a 7 per cent, tax on all 
production from the soil—hidden, not exposed as a 
tax, but still a tax that the producer has to pay ?— 
Wo; each rupee received would be more valuable, 
and the producer would find that they would go 
further in his purchases, payments of wages, &e. 

2989. The loss to the Indian Government between 
Is. 3d. and Is. 4<7. on its remittances home comes to 
about what ?—Under two crores, Rx. 1,600,000. 

2990. Call it two crores. What do you think would 
be the loss to India on a 7 per cent, tax on the whole 
production of India?—I suppose it would be very 
great. 

2991. There is one counterbalancing thing it 
seems to me. It would cheapen imports to the 
extent of 7 per cent. ?—Yes, it would lower all prices. 

2992. (Sir D. Barbour.) Suppose that the exchange 
rises from Is. 3d. to Is. Ad., and that that leads to a 
general fall of prices proportionately, then every man 
who produces anything which he has to sell gets less 
for it ?—Yes. 

2993. If he has got anything to buy he pays less 
for it ?—Yes. 

2994. And, as the purchases and sales in a country 
always equal each other, because you cannot sell 
anything without somebody buying it, the loss might 
balance the gain on the whole ?—Yes. 

2995. (Mr. Hatnbro.) The loss balances the gain. 
You said that the Government borrowing would 
make money dearer : but if Government borrow from 
X., and pay it out to Y., I suppose it would only 
make it dearer during the time that it was in transit 
from the place of borrowing to the place of pay¬ 
ing ?—Yes, provided Y. is ready to lend it out as soon 
as he receives it. 

2996. (Mr. Campbell.) In considering this question 
the Indian Government have to keep in view the sale 
of their Council bills?—They have. 

2997. I mean the Indian Council requires to draw 
a normal amount of 17 to 17^ millions annually 
to provide for its home charges, and it is on their 


success in doing this at not under Is. Ad. that the 
establishment of Is. Ad. rate would depend?—Yes. 

2998. The 15 rupees to a sovereign is equal to 
Is. Ad., and with shipping charges added sovereigns 
make a remittance to India at about Is. A\d. ? — 
Yes. 

2999. Then nobody would remit to India at Is. 4|</. 
while he could get Council bills at Is. Ad. ?—No. 

3000. So that the success of the scheme depends, in 
the first place, on the Government’s ability to sell the 
whole of its Bills at not under Is. Ad. ?—Yes. 

3001. In the five years succeeding 1893 they did not 
succeed in doing that, and practically no sovereigns 
have gone to India for currency purposes ?—That is 
so, with a trifling exception. 

3002. The Government of India endeavoured to 
hold for a high rate in 1893, and for a time refused 
to sell their bills under a certain limit ; but the 
attempt to keep up exchange failed and they had to 
accept market rates ?—They did. 

3003. The result of selling these Council bills during 
those years is as follows. You can correct me if I am 
wrong, but I think I am right. In 1893-94 the sales 
were 9,530,000/. at an average of Is. 2’54i; in 
1894-95 were 16,905,000/. at Is. MO</.; in 1895-96 
the sales were 17,664,000/. at Is. P64 d.; in 1896-97 
the sales were 15,527,000/. at Is. 2'45 d. ; in 1897-98 
the sales were about 9,000,000/. net at Is. 3 40 d. So 
that in the two years when they sold their full quota 
of bills the rate was very much below Is. Ad. ?—In 
1894-95 and 1895-96. 

3004. Am I right in saying that the Government 
attribute their failure mainly to two causes, redun¬ 
dancy of currency and want of confidence in the 
stability of exchange ?—Yes. 

3005. Now as regards redundant currency. It is 
generally admitted, is it not, that the currency was 
redundant in 1893 and for some time after that ?—It 
was, with reference to a rate of Is. Ad. 

3006. And this was apparent from the large accumu¬ 
lations of cash in the Presidency banks, that was one 
evidence of it, was it not ?—There had been heavy 
imports of silver which was not wanted for immediate 
trade purposes, and which accumulated in the Presi¬ 
dency towns. 

3007. But there has been a gradual contraction 
going on ever since, from various causes, such as the 
melting down of rupees, and the export of rupees and 
so forth. I think Sir David Barbour got from you that 
there had been a contraction from 128 crores in 1893 
to 120 crores at the present time. 

(Sir D. Barbour.) That was Mr. Harrison’s esti¬ 
mate. 

3008. (Mr. Campbell.) We see that at the present 
moment the cash balances in the Presidency banks 
are very low and the rate of interest is very high. 
Would that be against the theory that currency is 
redundant in those centres ?—It is not redundant in 
those centres. The high rate of discount shows that 
there is Jess available currency in the Presidency 
towns than is wanted for trade. 

3009. Then you say there is redundancy of cur¬ 
rency elsewhere than in the Presidency towns, is that 
it ?—On the whole, throughout India. 

3010. I think you say that redundancy may be 
absolute or relative ?—Yes. 

3011. Does that mean that, while the currency nmy 
be actually diminished in volume, circumstances may 
have made it relatively redundant or redundant in 
relation to trade requirements ?—Yes. 

30J2. It is a question of a high or a low rate of 
exchange. You say that currency may be redundant 
at Is. Ad. but may not be redundant at Is. ‘2d. ?— 
That is so. 

3013. Then according to that, would not a rise in 
exchange which would cause currency to be redundant 
be followed by unemployed money becoming more 
abundant, more plentiful ?—You mean if it was a rise 
accompanied by a fall in the rate of interest or in the 
rate of discount. 



MINUTES OF EVIDENCE. 


105 


3014. You say a rate of Is. Ad. would make cur¬ 
rency redundant, whereas it would not be redundant 
at Is. 2 d. Then would not the rise from Is. 2d. to 
Is. Ad. imply that currency had become comparatively 
more plentiful and could not be employed to the same 
extent. Would a fall in exchange for the same reason 
be followed by money becoming dearer or scarcer ?—Do 
you mean accompanied by a rise in prices ? 

3015. Yes. Unemployed money would become 
scarcer, would it not, a rise in prices would mean that 
more money was required for the trade of the country ? 
—Yes. 

3016. Then has your observation shown you that 
these effects follow. Have you found that when 
exchange was rising money became more abundant, 
and when exchange was falling money became 
scarcer ?—No, the rates of discount have varied when 
exchange was falling, and when it was rising, in much 
the same way, according to the seasons of the year 
and the requirements of trade. 

3017. Have you not rather found the contrary to 
be the case, that a rise in exchange was more often 
than not accompanied by dearer money ?—Yes. 

3018. And that when the mints were open a rise 
in exchange was accompanied by heavier shipments 
of silver for coinage?—Yes. 

3019. If a rise of exchange meant redundancy of 

currency-?—But the shipments of silver were 

often very great when exchange was falling too. 

3020. But you said that when the mints were open 
a rise in exchange was accompanied by heavier 
shipments of silver for coinage ?—Shipments of silver 
were more heavy in 1892-93 when exchange was 
falling, I think. 

3021. At the seasons when exchange is rising, as a 
rule, are not the silver shipments heavier?—I think 
they are. 

3022. On the theory of the effect of a rise or fall 
of exchange on the redundancy or otherwise of 
currency, such movements would be opposed to the 
natural order of things ?—Such movements of silver 
are determined by the possibility of profit from the 
operation. 

3023. Such movements as large shipments of 
silver to replenish the currency when exchange was 
rising, and a high rate of interest at the same time ?— 
The high rate of interest and the shipment of silver 
show the large trade requirements of the time. 

3024. Then that means that currency is not redun¬ 
dant ?—That currency available for use as capital 
is not redundant. 

3025. If a shrinkage of currency has been going 
on for the past five years, would it follow that cur¬ 
rency was less redundant now than it was 18 months 
ago, exchange being at the same level now as it was 
then ?—It would. With reference to the foregoing 
questions, I wish to explain that it is not alleged that 
a rise in exchange causes a redundancy of currency. 
What is meant is that if the token rupee is to be of a 
higher value, the number of rupees must be less ; the 
number consistent with a value of Is. 2d. will be 
excessive for a value of 1#. Ad. 

3026. ( Chairman.) You have admitted Mr. Camp¬ 
bell’s argument ; but is it the fact that currency is less 
redundant to-day than it was 18 months ago?—Less 
redundant. 

3027. You say it is ?—I do. 

(Sir D. Barbour.) It is the argument of the 
Government of India that the redundancy will 
gradually decrease. 

3028. (Mr. Campbell.) Are yon aware that in 
December 1896 there was great monetary stringency 
in India P—There was. 

3029. So much so that a financial panic was feared ? 

—It was. 

3030. And are you aware that at that time the 
Government took the unusual step, in order to ease 
the situation, of creating a fresh issue of two crores of 
currency notes ?—They increased the amount of notes 
issued without the deposit of rupees in the currency 
reserve, thus releasing two crores of rupees from the 
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reserve; but that had been in contemplation for some 
time before. 

3031. But was not this a strange step to take if 
the currency were already redundant?—They were 
dealing with the currency investment as a matter 
separate and apart from their currency policy. They 
found that the note circulation had increased. The 
policy is to put the investment of the currency reserve 
at as high a figure as is consistent with safety, that is, 
with the certain payment of all notes likely to be 
presented. 

3032. But is it not within your knowledge that 
the reason they did it at the time was to ease the 
financial situation ?—That was the reason they 
hurried it on and passed it specially quickly. 

3033. The currency at the time, according to the 
Government theory, being redundant?—That was a 
month in which the famine had caused the land 
revenue collections to fall short by a crore, and the 
Government balances were low; when they were 
replenished by the addition of the two crores more 
Government money was placed in the presidency 
banks. 

3034. Now, in the present stringent situation of 
money in India, have you any doubt that another 
issue of two or three crores of fresh currency would 
have the effect of relieving the stringency ?—If it 
had been done last, year ? 

3035. If it were done now ?—Yes, if it were 
made available in the Presidency towns. 

3036. Does not that indicate that it is more 
currency that is wanted at present, rather than less ? 
—You could not have more silver currency without 
involving a fall in exchange. 

3037. Then there is the question of want of con¬ 
fidence. The Government say, do they not, that 
exchange will not go to gold point, because whenever 
it approaches that rate English capitalists are eager 
to send their money home ?.—Yes. 

3038. Do you consider that an indication that 
Is. Ad. is thought to be a high rate ?—I consider 
it an indication that the public do not yet believe 
that the Government will succeed in their policy of 
establishing the gold standard. I do not think it is 
in reference to a particular rate. I believe it would 
be the same thing if the rate aimed at were 1*. 3d. 
or 3 s. 2d. 

3039. If capitalists were persuaded that Is, Ad. 
was a rate justified by ordinary trade conditions, 
would they be so anxious to send their money home 
from Calcutta, where it is worth 12 per cent., to 
London, where it is worth two or three per cent. ?— 
If they were persuaded that the Government would 
succeed in their currency policy and establish a fixed 
rate of exchange, they would not wish to send their 
money home, but would retain it in India to earn the 
higher interest. The trade will adjust itself to 
any steady rate, 1$. 3r/., or Is. 2d., or Is. Ad. 

3040. At the present time does it not seem to show 
that merchants do not believe that- under ordinary 
trade conditions Is. Ad. can be maintained ?—I do not 
think their want of confidence is in reference to. the 
particular rate adopted. 

3041. But if it was thought that natural trade 
influences would support the Is. Ad. rate, would not 
the want of confidence disappear?—If they thought 
the Is. Ad. rate was going to be established. 

3042. But natural trade influences ought to keep it 
up. They are in doubt whether the Government are 
going to establish a Is. Ad. rate ; but does not want 
of confidence indicate that they cannot see that natu¬ 
ral trade influences would maintain it?—But if the 
policy of the Government were reversed to-morrow, 
and the mints were opened, nothing could maintain 
it at Is. Ad. 

3043. It is a question of want of confidence?— 
Yes; it is a question of confidence. 

3044. Does not it show that, unaided, trade will not 
support Is. Ad. —unaided by the Government?—I do 
not think the want of confidence has Anything to do 
with the rate. 
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3045. Is it not on natural trade influences that the 
maintenance of the rate must depend in the long-run ? 
If the Government scheme is carried through, is it 
not on natural trade influences that the maintenance 
of the rate must depend ?—The rate will be main¬ 
tained through the balance of trade. The balance of 
trade will adjust itself to any rate. 

30*16. I think you admitted to Sir David Barbour 
that the rate of exchange would have the most im¬ 
portant effect on the balance of trade?—Or rather 
that the balance of trade had a most important effect 
on the rate of exchange. 

3047. What is the difference ?—The one is a cause. 

3048. It seems to me very much the same thing. 
If at Is. 2d. you get a certain balance of trade, and if 
at 'Is. 4 d. you get a smaller balance of trade, that 
means that exchange has an influence on trade—on 
the trade balances ?—I would rather say that it was 
the trade balances that had caused the alterations in 
exchange. 

3049. Does it not come to the same thing ?—They 
go together. 

3050. If a high exchange means a low trade 
balance, a low exchange means a high trade balance. 
The two act on each other ?—You mean a higher 
excess of exports over imports ? 

3051. Yes?—I do not think that depends on the 
rate of exchange. 

3052. I think that you admitted that a higher 
exchange tended to check imports and a lotfer 
exchange tended to stimulate exports?—Yes, for a 
time, not permanently. 

3053. There are always changes and fluctuations 
going on, and they always act, do they not ?—Yes. 

3054. Then, Government ask for sovereigns to be 
sent to the Treasury in exchange for 15 rupees 
each ?—They say they will accept them. Tiiey do not 
ask for them. 

3055. Are you aware that during the last five 
years the rupee price of gold in India has never 
fallen to the equivalent of 15 rupees per sovereign ?— 
It has not. 

3056. A higher price has always been obtainable 
in the open market ?—Yes. 

3057. And India has imported gold to a large 
extent at a higher price ?—It has, but not every year. 
In one out of the five jrears there was a net export. 

3058. During the last year, 1897, they have im¬ 
ported considerably. Would you consider that an 
indication that gold is undervalued at 15 rupees to the 
sovereign ?—It is certainly undervalued so long as the 
rate of exchange is under Is. 4 d. The Government 
offers a lower price than the market. 

3059. The market will give 15A- rupees while the 
Government will only give 15 rupees ?—15 rupees 
4 annas or 15 rupees 5 annBs. 

3060. Then may I take it that the present pro¬ 
posals are intended to make Is. Id. effective by re¬ 
moving the two causes which have in the view of the 
Government of India so far prevented its success ?— 
Yes. 

3061. The redundant currency is to be cured by 
melting down and selling as bullion 10 crores of the 
rupee circulation annually until the redundancy dis¬ 
appears ?—10 crores, or as much as may be necessary. 

3062. The despatch says nothing about being 
necessary. I think it talks of the first 10 crores as 
being absolute ?—In paragraph 9 they say, “ We 
“ consider, therefore, that the remedy for this state 

of things is to remove from circulation as money so 
“ much of the increases which were made to the cir- 
“ culating medium immediately before 1393 as we 
“ may find to be redundant.” Then iu paragraph 10 
they say, “ It is impossible with any exactness to say, 
“ and it can only be ascertained by actual experience, 
“ by how much this rupee circulation has to be 
“ decreased in order to remove its redundancy.” 

8063. I think we may assume that there is a 
great possibility of 10 crores being melted in the 
first year ?—ifhat is quite possible. 


3064. That would be equivalent as long as it lasted 
to adding 4,000,000/. sterling worth of silver to the 
annual output ?—It would be putting on the market 
an additional amount of silver. 

3065. £4,000,000 more, in addition to the ordinary 
output of silver ?—Yes. Of course, the price we take 
here allows for the fall that would be caused. 
At the present market prices, 10 crores would realise 
more than 4,000,000/. 

3066. The present price of silver is 69 in India?— 

It was 71*3 in March. That is the latest figure I 
have. ' 

3067. You may take it it is about 69; that is, 69 
rupees for 100 tolas of fine silver ?—Very well, I will 
take that from you. I thought it was for silver -*-‘ths 
fine. 

3068. No, you will find it is fine silver. Now 
100 tolas of fine silver would mint out about 108£ 
rupees ?—Yes. 

3069. So that the price of 100 tolas of rupees, or 
of standard coin, would be about 63 per 100 tolas ?— 
1 will take that from you. 

3070. So that, in that way, the 10 crores of melted 
rupees would realise Bs. 6,30,00,000, assuming the 
price of silver remained where it is ?—Yes. 

3071. But of course foreign competition cannot be 
kept out ?—Imports of silver, you mean. 

3072. Yes. America and other sellers of silver 
would still try to sell silver, and it would be only by 
underselling them that the Government would sell 
its full amount ?—Yes. 

3073. Under those circumstance, do you think that 
63, the current rate, would be likely to be got for 
such a large quantity ?—Not if it is sold all at once. 

3074. Even over 12 months?—Possibly it might 
go a little iower. 

3075. Would it not have the effect of impressing 
on the natives the fact that the ruDee is intrinsically 
worth very little more than half its face value ?—If 
the Government sold so low, do you mean ? 

3076. Yes ?—I think not. Of course the fact is 
before them now. 

3077. But it is a very unusnal proceeding t.o melt 
down rupees ?•—In India it has not been done, but 
other countries that have passed from a silver standard 
to a gold standard have melted down their silver coins. 

3078. I am speaking of India. Would the. fact 
that the Government were melting rupees became 
generally known in the bazaars?—It would be 
known. 

3079. You do not think it would have any dis¬ 
quieting effect ?—I do not see why it should. 

3080. Now as to the effect of such a step on the 
money market, considering the existing stringency, 
do you think that 10 crores of currency could be 
withdrawn from circulation with safety or without 
creating a dangerous crisis ?—It would be withdrawn 
from the Government balances; we should not take 
other people’s rupees; we should take the balances in 
our own treasuries. 

3081. But the balances in your own treasury would 
be diminished by so much ?—Yes, and the place of 
that silver would be taken by gold to the extent of 
Rx. 4,000,000. 

3082. (Sir D. Barbour.) The six crores would be 
drawn from the outside currency ?—Yes. 

2083. (Mr. Campbell.) Then would the effect of 
this step not be to act on the exchange through the 
influence on the money market. Contracting the 
currency would have an effect on the money market 
would it not?—If the six crores all came from the' 
capital available for trade purposes, yes. 

3084. But the Government idea is that if so much 
currency is withdrawn, the effect on the market will 
be such that gold will he remitted out to replace it ? 
—Yes. 

3085. Then would it be describing the Government 
proposal correctly to say that it relies on attaining 
success by perpetuating a stringent monej- market in 
India ?—N o. 
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3080, You would not admit that V — No, The just now was that possibly It would be necessary, Mr. j. jt» 

stringency would at onoe be relieved by gold coming and that possibly and probably it would come about Finlay, C.S.J, 

in. Any contraction of the currency by melting down eventually ?—Butin paragraph 20 they say, “ It is not •—- 
rupees we hope to replace by gold. “ our intention to part with any of the gold in our H June 1808. 

3087. There would be stringency, but you would “ possession until this condition of things is reached.” 

depend upon the gold coming in?—On the rise iu 3103. ( Chairman ). What we want to get at from 
exchange. A rise in exchange might occur without you, and through you from the Government of India, is 
stringency. whether this proposal is based on the assumption that 

3088. Is not the Government saying, in effect, that they were proposing convertibility, namely, that they 
if trade influences will not suffice to bring in gold, would give gold for rupees, or rupees for gold ?— 
they will melt down silver currency to compel They do not propose to undertake that as a legal 
sovereigns to come in ?—They will melt down rupees obligation. 

to a sufficient extent to make these coins of the value 3104. {Mr. Campbell .) In the meantime, the five 
of is. 4 d. millions would be held in the Treasury ?—Yes. 

3089. Would not that be justly described as an 3105. Or, if that should be inconvenient, it would 

attempt to carry their point by putting pressure on be handed over to the currency department, and 7^ 
the money market ? — I hardly think so. It is erores of cash or currency notes taken out ?—Yes. 
changing the standard. 3106. Do you think the Government could avoid 

3090. Then you said the melting down of rupees handing over this five millions to the currency de- 

wculd only be carried out if found necessary ? — partment almost as soon as they got it. Wouid not 
Yes. the Government’s financial ]>osition be strained by 

3091. The test of necessity being that the exchange holding in the Treasury 71 erores of non-legal-tender 

must be maintained at Is. 4 d. ?—Yes. gold ?—It would be borrowed in addition to their 

3092. If Is. 4 d. is not established otherwise, the ordinary transactions of the year. It would be in 

melting down will be proceded with ?—Yes. addition to the existing cash balance. 

3093. And carried on till the desired end is 3107. But there would be 10 erores taken out of 

attained?—Yes. the cash balances for melting down silver, so that 

3094. If the melting down of rupees is not found they would pay out 10 erores, and only get 7^ crorea 
necessary, will the rest of the programme be carried back ?—But they would also get Rx. 6,000,000 from 
out ?—The borrowing, you mean—yes, it will. That th§ sale of the silver bullion. 

is the first part of the programme, and the more 3108. Do not you think that their financial position 
important part. might compel them to hand it over almost at once ?— 

3095. The Government is to borrow 5,000,000/. a It is possible. 

year so long as may be necessary up to four years, and • 3109. Their balance falls pretty low, sometimes ?— 

to send out sovereigns to India until a sufficient stock During November and December, yes. 

has been accumulated to make it safe in their judg- 3110. And 7^ erores might represent a large pro- 

merit to declare convertibility ?—To declare gold a portion of the total ?—Yes. 

legal tender. 3111. Then what would be the position of the 

3096. Or declare convertibility ; that is to say, that currency department ; at present, tvhat is the total 

the Government will then issue a sovereign for 15 note issue?—About 24 erores. 

rupees, as well ns take in a sovereign for 15 rupees?— 3112. And how much coin do they hold now ?— 

They do not contemplate doing that by law. There 10 erores invested and 14 erores coin, 
will be practical convertibility. The rupee will be 3113, If the Government handed over the gold to 
worth Is. 4</., lls. 15 and a sovereign will have the the currency department, what would be the position 

same value ; every one will know that he will be able of the currency department then?—They would then 

at any time to exchange the one for the other, and so have 7£ erores of gold, and 6| erores of rupees, and 

far as the value is concerned no one will care whether 10 erores of investment. 

he has in his possession 15 rupees or a sovereign. He 3114. Would not they have more. If it was taken 
will decide which he wishes to keep according to the out from them in notes their circulation, for the time, 
convenience of his temporary needs, just as in this would increase?—Yes; if the number of notes were 
country a man decides whether to have in his pocket increased, that would be the position, 

a five-pound note or five sovereigns, or twenty 3115. You would pay it over in notes to begin with, 

shillings or one sovereign. would you not ?—That could be done. 

3097. But when gold as legal tender is declared, 3116. So that then the position would be 31£ 

■will the Government then give a sovereign to any man erores of notes, 14 erores of coin, 7£ erores of non¬ 
bringing 15 rupees; they might perhaps put on 2 legal tender gold, and 10 erores of Government 
annas fora margin?—When the equality of Rs. 15 securities?—Y’es, if the note circulation was increased 
to the sovereign is finally and effectively established, by the amount. 

the Government will without being bound by law be 3117. Yes. You would have 3l£ erores of notes 
willing, like the public, to exchange one for the other, out, against which you would hold J4 erores of legal 

3098. {Chairman) Where do the Government pro- tender?—Yes. 

pose that at any time they shall be under an under- 3118. But supposing the note circulation again 
taking to give a sovereign for every 15 rupees pre- went back to the 24 erores, at which it stands now, 
sented to them ?—They do not propose that. the position then would be 24 erores of notes, and 

3099. Then that is not convertibility ?—But they only 6^ erores of legal tender ?—Yes. 

look forward to the time when the two will bs 3119. Would that be a safe position for the cur- 
exaetly equivalent, and be generally exchanged one rency department to be in ?—It would, with the 
for the other, as twenty shillings are for a sovereign result that we look forward to, when we declare gold 
in this country. to be legal tender. 

3100. That is another question. If I take 100 3120. Might it not oblige the Government to make 

shillings to the English Treasury they are not bound gold legal tender sooner than they contemplated, just 
to give me five sovereigns for them ?—But you have to relieve the position of the currency department ? 
no difficulty in getting them. —In that case, if there was any danger of the cur- 

3101. That is totally outside any obligation of the rency reserve being depleted and its being unsafe to 

Government?—Yes. keep so much gold in it, they would have to keep 

3102. {Mr. Campbell) At the end of paragraph it out of the currency reserve and substitute rupees 
21 they say, “We shall have attained a gold for it. 

“ standard under conditions not dissimilar from 3121. Their only other means would be to take it 
“ those prevailing in France, though not a gold back into the Treasury. Then, during all this 
« circulation in the English sense; and this last may time, Government would still be obliged to sell its 
“ possibly not be necessary at all.” Youf argument 17,000,000/. Council bills yearly ?—Yes. 

0 2 
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Mr.J.F. 3122. Having initiated the scheme, would they 
Finlay, C.S.I. hold out for a 1#. Ad. rate, or would they meet the 

- market and accept the current rate ?—They do not 

14 Jane 1898. p r0 p 09e to recommend the Secretary of State to hold 
out for any rate. 

3123. They would not propose to resort to sterling 
borrowing in order to keep up the rate ?—In addition 
to what is here proposed ? 

3124. Yes ?—No, they do not propose to try to 
hold out for any particular rate. 

3125. The Government despatch points out one 
feature in the scheme which would assist the Govern¬ 
ment in selling their Council bills at Is. 4 d., while the 
scheme was in progress; I mean the effect of six 
crores worth of silver in shutting out a corres¬ 
ponding amount of silver from abroad, and thereby 
adding to the trade balance which falls to be settled 
by Council bills ?—Yes. 

3126. And that would of course tend to support 
exchange while the process was going on ?—-Yes. 

3127. But if rupees were not melted, Government 
would be deprived of that assistance ?—Yes. 

3128. Now I think you admitted to Sir David 
Barbour that it is on the balance of exports over 
imports that India must in the long run depend for 
liquidating her foreign obligations?—Yes. 

3129. And you also admitted that exchange has an 
important influence on the balance of trade ?—I 
admitted that they are closely connected. 

3130. Now we come to the ratio. In introducing 
the Act in 1893 in the Calcutta Legislative Council, 
Sir David Barbour said this, “ The ratio of exchange 
“ between gold and the silver rupees has not been 
“ finally settled. The making of gold legal tender, 
“ and the ratio of exchange, as compared with the 
“ rupees, at which gold shall be made legal tender 
“ are matters which must be settled by legislative 
“ enactment, and in the light of future experience.” 
Then is it in the light of past experience that Govern¬ 
ment has decided on Is. 4c?. as the proper ratio ?—It 
is in the light of past experience that it has decided 
not to try to go higher than Is. 4 d. 

3131. Does that mean that experience points to 
If. 4 d. as being a proper ratio—I do not say higher 
than Is. 4 d., but If. Ad. ?—As being the highest that 
they ought to try to establish, involving the least 
change. 

3132. We know what the experience of the last five 
years has been, and that is what you consider justified 
Government in adopting If. Ad. ?—In saying that they 
will not try to go higher than Is. Ad. 

3133. {Chairman.) But will you tell us why they 
will not go lower ?—Well, they did not contemplate 
going lower ; they rather looked to going higher. 

3134. {Mr. Campbell.) But what I mean is, does 
experience justify the Government in concluding that 
If. Ad. is the proper rate ?—I do not think there is 
anything in the past experience showing that Is. Ad. 
is not a proper rate. 

3135. {Chairman.) What is there to show that it 
is a more proper ratet han Is. 3d. ? What I really 
want to know is why your Department selected Is. Add 
—Is. Ad. was named as the rate up to which they 
would allow exchange to rise, at the time the mints 
were closed. The public generally expected that to 
be the final rate —at least the minimum rate. The 
public believed that the Government of India intended 
to establish the gold standard at Is. Ad. 

3136. What you say is, that one reason was that the 
report of the Herschell Committee, and, of course, the 
subsequent administrative action of the Government of 
India, bound them to buy gold and to fix prices at 
Is. Ad. ; that is, of course, a very strong reason, so far 
as it goes, but can you give us any other reason but 
that ? The feeling of the mercantile classes and other 
classes that it ought to be fixed?—There is an objec¬ 
tion to make any change from Is. Ad. 

3137. But it is not now Is. Ad. This year the 
Secretary of State has budgeted on the theory that the 
exchange will be only Is. 3£c?. ?—Yes, but the uni¬ 
versal expectation is that the gold rate will be esta* 


blished on the Is. 4e?. basis and any going down below 
that would tend to shake confidence. 

3138. {Mr. Campbell.) I do not think general 
anticipation has anything to do with the rate being a 
proper rate ?—I do not see that one rate is more 
proper than another. The best rate is the one nearest 
to the one prevailing at the time wheu you make the 
change. 

3139. The ratio, of course, you will admit, is the 
crux of the whole question ?—It is a very important 
question. 

3140. We have silver sealing at a price which 
makes the silver value of the rupee about 10c?. ?— 
Yes. 

3141. Am I right in stating the problem in this 
way ? The problem is to establish a gold ratio for 
the coined rupee which, while much higher than its 
intrinsic value, will yet attract gold to India in ex¬ 
change for rupees until a sufficient stock of gold has 
been acquired to enable the gold standard to be made 
effective ?—I would rather put it that the problem is 
to fix the number of rupees at such an amount as will 
give the desired ratio to gold. 

3142. I say to establish a gold ratio?—Yes. 

3143. That is the problem. Now what would you 
consider tbe test of a proper ratio ?—I consider the 
best ratio is one that makes the least change from 
existing circumstances when the change is made. 

3144. Would you consider it essential that it should 
be a ratio which should net injure Indian trade or 
industry ?—Yes. 

3145. Or affect injuriously the interests of the 
mass of the population ?—Yes. 

3146. Would not cripple or check production ?— 
Yes. 

3147. Would be effective under normal trade 
conditions, and would not require artificial support 
to insure its maintenance. I do not say its establish¬ 
ment, but its maintenance ?—I do not quite know 
what you mean by artificial support. 

3148. If you borrowed 10 millions to enable you 
to sell only 7 millions’ worth of Council bills every 
year ?—You do not call closing the mints artificial ? 

3149. No; continual borrowing I mean ?—It would 
be essential that the maintenance of the rate should 
not be dependent on continual borrowing. 

3150. Now, what, iu your opinion, would be the 
best way of ascertaining a proper ratio ?—I take it 
you should keep as near as possible to tbe rate 
existing at the time the change was made. When 
the change was first contemplated in 1892 the rate 
was not much below Is. 4c?. Now it is about 1.9. Ad., 
so that Is. Ad. does not involve any great change. 

3151. In the only two years since 1893 when the 
Council sold their 17 millions, the exchange went 
to Is. Id.? —Yes. 

3152. Would you require experience in such a 
matter to be very clear and decisive ? — If there 
was any possibility of getting any clear or decisive 
experience showing that one rate was preferable to 
another. 

3153. Government have always to sell their 
17 millions a year?—Yes. 

3154. Tor which they very properly desire to ge 
the best rate possible ?—They do. 

3155. May not their interest in this direction be 
apt to bias them unconsciously in the choice of a 
ratio ?—You mean desire to get it higher than Is. Ad. ? 

3156. Yes?—I do not think Government would 
allow themselves to be biased. 

3157. Not consciously—I say unconsciously?— 
They very strongly resisted going abovo Is. 4c?. last 
year in the interests of the country at large, in spite 
of the great benefit that would have accrued to the 
revenue if we had gone to Is. 11c?. 

3158. Of course, it would not be to the Govern¬ 
ment’s interest to impose an unwarrantably high rate ? 
—No, I do not know that any rate is an unwarrantably 
high rate. Once it is established and steady, the 
trade would go on just as well on one rate as os 
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another. There would be disturbance in passing from 
one rate to another, that is all. 

8159. In the absence of anything unmistakably 
pointing to a certain ratio, would you consider it 
sufficient for the Government to select a ratio which 
it considered suitable, and take artificial steps to make 
it effective ?—Take steps to make it effective. 

3160. Would such a course not tend to obscure the 
proper ratio, to make it more difficult to discover ?— 
I cannot understand the expression *‘ proper ratio.” 

3161. Workable ratio?—One ratio is as work¬ 
able as another, once it is firmly established. 

3161a. But how are you to establish it firmly if it is 
not a ratio that is natural to the trade requirements ? 
—For trade purposes it seems to me immaterial 
what rate is adopted. 

3162. Do you think it is immaterial what rate is 
adopted?—Once it is established. After the first 
disturbance is over, any rate will suit trade. 

3163. (Chairman.) Then, supposing the Govern¬ 
ment of India had agreed, say, on the one hand that 
the rupee should be practically the same as a shilling, 
namely, that there should be 20 to the sovereign, or, 
on the other hand, that it should accept the proposals 
of the American envoys last year for a ratio of 15^ 
to 1, which would bring it to Is. 11 d., do you mean 
that whichever of those were established it would not 
matter ?—I think so, after the disturbance caused by 
the change of rate had passed away. 

3164. (Mr. Campbell.) If the one ratio would 
work as well as another, once it were established, why 
not go to 2s. ?—Because it would involve too great a 
change from present conditions. 

3165. But you might do it gradually ?—But there 
are great objections to going up gradually. It takes 
a long time, and the trade would be disturbed during 
the whole time of the rise. Also so high a rate might 
necessitate re-adjustments of land revenue settled 
when exchange was below 2s. 

3166. Do you admit that there is a natural and 
proper ratio, if it could only be found ?—Once you 
have got your token rupees down to a certain number, 
there will be a ratio. 

3167. So long as you are working under artificial 
conditions, is it not impossible to tell whether you 
have got a proper ratio or not?—It is difficult to tell 
what would have been the ratio the last few years if 
there had been no unusual circumstances in those years. 

3168. Now, going forward to the time when the 
thing is complete, and Government thinks itself in a 
position to make gold legal tender, you would then 
hold, I suppose, for Is. 4 d. for Council bills ?—The 
rate of Is. Ad. would be offered by the market for 
Council bills if the rate was established, and the 
scheme was successful. 

2169. I ask, would you hold for a limit of 1$. Ad. 1 
—I do not expect they would ; but the Government 
have not as yet given any decision on that point. 

3170. Would it not be taking up a very false 
position if the Government made sovereigns legal 
lender in Calcutta at 15 rupees, while at the same time 
buying sovereigns themselves in London at 16. To 
sell under Is. 4 d. means to pay more than 15 rupees 
for the sovereign ?—That does mean to pay more than 
Es. 15 for the sovereign. 

3171. Would it not be a very inconsistent attitude 
for the Government to take up, to make sovereigns 
legal tender in Calcutta at 15 rupees, and at the same 
time to pay 15£ or 16 for them in London ?—I do not 
think they would declare gold legal tender until it was 
practically certain that they would not have to do that. 

3172. I say when they made it legal tender, would 
they stand out for Is. 4 d. for their bills ?—The 
Government have not yet said anything on that 
point. They have given their proposals up to that 
stage, that is all. 

3173. Then you cannot say whether they will hold 
out for Is. 4 d. or not?—No. 

3174. ( Chairman.) Then you do not see the 
difficulty of buying at one price in London and selling 
at another price in Calcutta ?—I see the difficulty. 


3175. (Mr. Campbell .) Then take it that they 
hold for Is. 4 d. In the event of their failing to sell 
the 17 millions annually at Is. Ad., what would they 
do then ?—The remittance of gold from India would 
enable them to reduce the sales of Council bills and 
meet the needs of the Home Treasury. If that step 
was not sufficient to re-establish Is. 4 d. it would show 
that the sterling borrowing or the melting of rupees 
had been insufficient, and the scheme would have 
broken down ; it would not have been completed; 
the measures would have failed. 

3176. They could borrow sterling?—They could 
borrow sterling. 

3177. They could bring back some of the gold from 
India ?—They could avoid drawing by bringing back 
some of the gold from India. 

3178. But that expedient would only last so long as 
they had any gold there ?—Exactly. 

3179. In fact it would mean, as you say, a break¬ 
down of the scheme ?—It would for the time. 

3180. (Mr. Le Marchant.) You were asked some 
questions about the causes that determine exchange, 
and the relation of exports to imports. I understand 
you to say that it was a material, perhaps I may say a 
predominant, cause in determining the exchange ?— 
Yes. 

3181. Do I read the despatch of the Government of 
India aright in taking also the amount of currency as 
bearing on the rate of exchange ?—Yes. 

3182. I will put my question in another way. It 
appears to me that they consider that in the event of 
currency, lying for the moment in the hands of the 
banks in India, being more than the immediate trade 
wants require, which I read to mean redundant 
—redundant in that particular quarter—that in itself 
tends to lower the exchange value of the rupee ?—Yes. 

3183. In that respect it has similarities to a large 
inconvertible paper circulation. Suppose the case of 
a country with a large amount of inconvertible paper 
like Brazil; a large volume of that currency tends 
to affect exchange ?—I think so. 

3184. Aud in that way exchange will be affected 
by the excess or deficiency of the volume of currency, 
independently of the demand for remittances arising iu 
the course of trade ?—Yes. 

3185. Is the proposition to regard the amount of 
currency which in slack times fulfils the want of 
trade consistently with the rate of 1*. Ad. as what you 
would call the minimum amount required ?—Yes. 

3186. And any excess above that, such as is 
wanted when trade is active and crops moving, is 
the marginal amount of currency which you look 
forward to being supplied by gold when the rate of 
Is. Ad. is operative ?—Exactly, that amount at least. 

3187. Is the object of the Government of India, in 
proposing to remove currency out of banking centres 
in the slack season, to assure the community that a 
rate of Is. Ad. will be maintained, so that if they 
send gold into the country they may count on get'vng 
it out at that rate ?—Yes. 

3187a. Would you regard the token currency as 
being redundant by so much as it may exceed the 
amount which is sufficient for trade wants in the slack 
season with an exchange of Is. Ad. ?—Yes, the 
number of the token rupees should be such as is 
consistent in the slack season with the maintenance of 
the rupee at Is. Ad. 

3188. When you say consistent with the maintenance 
of the rupee at Is. Ad., will you test it in this way? 
Suppose rupees were actual pieces of gold of the value 
of Is. Ad.; if the amount in circulation at the slack 
season exceeded what you view as the proper maximum, 
would that excess tend to flow out abroad as not being 
wanted ?—Exactly. 

3189. Just as in any other country with an actual 
working gold circulation, in the event of a particularly 
slack time, the tendency of that gold is to flow abroad. 
That would be the measure of what you would 
view as the proper maximum of silver tokens ?—Yes. 

3190. Would you regard being on a common gold 
basis as the easiest way in which tb$ in-flow and 

0 3 


Mr. J. F. 
Finlay, C.S.I. 

14 June 1898. 



Mr J. F, 
Finlay, C.SJ, 

14 June 1898. 


WO INDIAN CURRENCY COMMITTEE ) 


out.flow of this margin of currency would be deter¬ 
mined ?—Yes. 

3191. That is to say, that the trade could more 
easily obtain the currency it wants in active seasons, 
and in the same way the currency that was not wanted 
in slack seasons would more readily leave the country ? 
—Do you mean if the whole currency were gold ? 

3192. I mean if you obtain an effective gold basis ? 
—The margin that would flow out and flow in would 
be in gold. 

3193. And would flow in and flow out more readily 
in that way than any other ?—Certainly. 

3194. Your measure then would, in your opinion, 
tend to diminish stringency during the busy season 
by supplying money in the manner best adapted to 
trade requirements ?—Yes, by the in-flow and out-flow 
of gold. 

3195. Do you think by having a common standard 
of value working effectively in the way described, 
you would bring prices in India most directly into 
relations with prices in gold countries ?—They would 
really be gold prices, once we had passed to a gold 
basis. 

3196. And to that extent the influence on trade 
which is now exercised by variations in exchange 
would then be exercised directly by variations in 
price ?—Yes. 

3197. The result of that would be that the pressure 
to bring the balance of trade, or I would rather say 
the balance of payments, to an equilibrium would fall 
as directly as possible on prices. Thus, the basis 
of currency being gold, the rate of exchange would 
vary as little as possible, but pressure would be 
exercised on prices, either to produce exports, or 
to encourage imports, and so to bring the balance of 
payments to an equilibrium?—Yes. 

3198. So the theory on which the Government 
proposals are based is that the balance of payments 
would be equalised by the action of prices, and not by 
extreme variations of exchange?—Yes. 

3199. And you aim at stability of exchange assisted 
by the close relation between prices in India and 
abroad ?—Yes. 

3200. Is it the view of the Government of India 
that the contraction of the currency does bear directly 
on exchange ?—It is. 

3201. That it is one of the essential conditions to 
take into account ?—Certainly. 

3202. Do the Government think that this contrac¬ 
tion and its effects would be sufficient to induce the 
public to import gold when currency is wanted at 
the active season ?—Yes. 

3203. They look on that as the undoubted result ?— 
If the rupees were not sufficient for the requirements 
of the busy season the public would import gold. 

3204. However, geld is not being imported at 
present (whether owing to want of confidence or other 
causes). Do you consider the supply of currency at 
the-moment insufficient for the immediate wants of 
trade ?—Yes, in the trade centres. 

3205. It may be owing to exceptional circum¬ 
stances, but you think it is so for the moment ?—Yes. 

3206. {Chairman.) Do you think at the present 
moment there is a restriction in the currency of India 
as a whole ?—No, I do not think there is. 

3207. (Mr. Le Marchant.) But perhaps there may 
be a want in particular places, for instance, in bank¬ 
ing centres ?—The high rate of discount indicates 
thut there is. 

3208. Yet gold is not imported ?—Gold is not 
imported. 

3209. Under this scheme, however, the Govern¬ 
ment are satisfied that confidence would be created, 
and gold would come in ?—Yes. Last cold weather, 
if there had been confidence that the scheme M ould 
have been carried through, I think gold would have 
been imported in much larger quantities than it was. 

3210. You were asked as to the view of the Govern 
ment of India about rupees being redundant at 
one rate and not at another. How do you test that; 
do you test k by prices* or in what way; do you 


mean that more currency is wanted when prioes are 

higher ?—Yes. 

3211. And would that occur with a low exchange 
or a high exchange ?—With the low exchange, higher 
prices. 

3212. Do you mean that prices would be high in 
India as compared with what they would have been 
at a higher exchange ?—Yes. 

3213. The “high ” is relative?—Yes. 

3214. Would you say, from your experience, that 
low exchange causes high prices in India ?—The 
tendency would be for prices to go up. 

3215. Would that be permanent?—I think so. 

3216. How far do you regard high prices as a gain 
to the country ?—I do not think that high prices are 
a gain to the country. The best thing for a country 
is that prices should keep as nearly steady as possible ; 
they should not vary either up or down. 

3217. (Chairman.) Would you say that in connexion 
witii articles of food ; is it not more to the advantage 
of the country that food should be cheap rather than 
dear ?—That it should get cheaper and cheaper you 
mean ? 

3218. Yes ?—It must vary with the progress of 
production, and so on. 

3219. But if a country like this buys its bread 
and sugar and tea, and so on, cheaper, is not that 
an advantage ?—I think any variation of price which 
is due primarily to the standard is bad. A fall in 
prices due to a lessening of the real cost of production 
as measured in labour and capital is of course a gain. 

3220. {Mr. Le Marchant.) With regard to the 
gain or loss arising out of exchange. You were 
asked if some interests in India gained by a high 
exchange or a low exchange. Is it the case that 
what some gain others lose ?—I think it is. 

3221. In fact, would you view it as a distribution 
within the country of gain or loss ?—Yes. If more 
is got for exports, the more will have to be paid for 
imports. 

3222. But, as among the different interests in the 
country itself, would it be the case that those who 
had produce to sell for export would receive more, 
and those who had to buy it to remit to England 
would pa) more ?—I think what the one would gain, 
t he other would lose. 

3223. Now, what is the position of the Govern¬ 
ment ? If prices rise from a low exchange, do they 
have practically to pay more in rupees for their 
remittances to London as exchange falls?—They 
have. 

3224. Who pays that eventually ?—The country— 
the Government. 

3225. The sterling payments have to be met in 
some maimer in London, have they not ?—Yes. 

3226. Eventually from what fund ?—From the 
taxation of the country. 

3227. With regard to the mode of payment or 
remittance generally, would you view remittances 
from India as provided by exports ?—Yes. 

3228. Would you consider that all remittances from 
India, whether on the part of the Government, or on 
the part of private individuals, are made, directly 
or indirectly, by means of bills against exports ?- -Yes ; 
the exports would have to be sent to the amount of 
the whole. 

3229. If, on the other hand, a demand for money 
remittances from England to India exists, might that 
be a set-off, to some extent, to a demand for remit¬ 
tances in the opposite direction ?—They would 
counterbalance. 

3230. Might you, in that way, have a considerable 
amount of banking remittances either way set off 
against one another, over and above imports and 
exports ?—Y r ou might, but I should think that as a 
rule the remittances would all be covered by exports 
and imports. 

3231. With regard to the rate of exchange, of 
which you have been speaking, 1#. id,, how far can 
you point from experience to aBy facts on which a rate 
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can be based; can you point to natural conditions of 
exchange in any way in India ?—I do not think so. 

3232. Would you take into account all conditions 
which influence exchange; for instance, if you look 
at the facts of the last few years, have you observed 
not only the exports and imports that have been 
alluded to, but also sterling borrowing ?—.There has 
been sterling borrowing. 

3233. And that has had a bearing on exchange and 
power of remittance ?—It has. 

3234. Has that sterling borrowing by Government 
had an effect on exchange in any way different from 
that exercised by capital which the public may have 
raised and transmitted to India ?—I do not think it 
has. 

3235. How far, in considering a rate of exchange, 
do you consider it necessary to exclude the con¬ 
sideration of sterling capital in future being raised and 
sent to India ? You have the fact in recent years of 
sterling capital being raised and causing a demand 
for remittance to India. Do you consider that one 
of the facts that have gone to determine exchange ?— 
I do. 

3236. In considering the future, do you exclude 
the consideration of any future capital being raised 
and sent out to India ?—No; I think there will be 
capital raised in future. 

3237. Do you think a stable rate would bo an 
inducement, or the reverse, to capital to go out ?—A 
very great inducement to capital to go out. 

3238. Would you therefore take the possible raising 
and sending of capital to India as a probable condition ? 
—Certainly. There is a great field for the employ¬ 
ment of capital in India, and it would go there if they 
had a stable exchange. 

3239. And it would to that extent affect exchange ? 
—Yes. 

3240. With regard to the power of India to remit, 
you were asked how far it was proposed to artificially' 
support the rate of exchange. What should you say 
takes place in other countries on a gold basis who have 
to remit ?—If the exports arc not sufficient they send 
gold. 

3241. Where would you consider the main difference 
would be between the position of India and that 
of any country—for instance Russia or the United 
States—in having to remit, if on a gold basis ?—They 
would both remit gold. Once India is on a gold basis 
and has the gold, she could remit her own gold; she 
would be able to do that, once she had a margin of 
gold in circulation. 

3242. What would be the effect, of that in India ?— 
It would affect the currency for the time. 

3243. Would it affect prices ?—It would. 

3244. Would that tend to redress the balance of 
trade, or the reverse ?—It would tend to increase the 
balance of trade—the exports. 

3245. If in the long run India was not able to send 
exports to redress its position to make up its accounts, 
that gold would not be recovered ?—It would remain 
out of the country. 

3246. Do you view the plan as resting on the 
solvency of the country ?—Certainly. 

3247. What evidence as to solvency do the Govern¬ 
ment accounts afford ?—I should take the surpluses 
and deficits for a series of years. In the last 20 years 
there has been nearly an equilibrium. In the .five 
years, 1878-79 to 1882-83, the net surplus was 
Rx. 1,545,099 ; from 1883-84 to 1887-88 the net 
deficit was Rx. 3,158,870; from 1888-89 to 1892-93 
the net surplus was Rx. 5,971,345; and from 1893- 
94 the net deficit caused by the two famine years was 
Rx. 6,308,012. The net deficit in the 20 years was 
thus Rx. 1,950,438, or about two crores. On that 
point I may refer to the statement made bv Sir 
James Westland in presenting; his last financial 
statement, his review of twenty years’ finance. 

3248. Would you view one test as being the 
amount of sterling borrowing ?—The sterling and 
rupee borrowing together, both of them ; and also 
against that you would set the amount of capital 


expenditure on railways and irrigation works that are 
expected to pay enough to cover the interest charges. 
The total amount of sterling debt is about 115,000,0907. 
and of rupee debt about Rx. 111,000,000. Against 
those amounts you have to set the capital expenditure 
on railways and irrigation works not charged to 
revenue, amounting to about Rx. 143,000,000, in 
addition to the similar expenditure charged to 
revenue. 

3249. The charge for interest is divided into 
interest on Public Works Debt and interest on 
ordinary debt ?—Yes, ordinary interest and public 
works interest. 

3250. Do you consider that the portion of the debt 
which is classified as Public Works Debt represents 
productive expenditure?—Yes, the capital expenditure 
in railways and irrigation is productive. 

3251. And what proportion is the interest on 
Public Works Debt to the remainder ?—The interest 
on productive works is greater than the other. 

3252. Do you view the solvency of India as the 
material fact on which base a gold currency ?— 
Very material. 

3253. And its power of payment by a regular 
course of remittance ?—Yes. 

3254. And would you consider that India is so far 
in the same category as other nations on a gold basis, 
who have to make payments bearing the same propor¬ 
tion to their means of payment as India’s obligations 
to her resources ?—It es. Of course, the possibility of 
going to a gold standard, or silver standard, or any 
other standard of metallic payment, depends on 
solvency. 

3255. ( Chairman .) What is the rate of rupee 
borrowing in India?—Three and a half per cent. 

3256. What is the rate of borrowing in sterling in 
London ?—Three per cent, or 2;{, or even lower. 

3257. ( Mr. LeMarchant .) Looking at the position 
both of tlie Government and of the country as a whole, 
do you regard the material fact as being whether 
there is a sufficiency of exports to meet their 
requirements abroad—-a sufficient balance ?—It is a 
very material point. It is the material point. 

3258. And do you think this proposed plan or any 
effective gold standard would affect that injuriously ? 
*—It would not. I think that the prosperity of a 
country could not really be affected by the standard it 
adopts, provided the two standards in question are 
both of them sound. 

3259. You do not think it would introduce some 
new condition involving a risk to the power of 
remittance to this country ?—I do not think it would. 

3260. (Sir John Muir .) I suppose, generally 
speaking, you may say that for the prosperity of a 
country you want to increase your exports as much 
as possible?—No I should not assent to that general 
proposition. It would amount to saying it is advan¬ 
tageous to give away exports for nothing. 

3261. Is not it by increasing your exports and 
diminishing your imports ?—I should think not. In¬ 
creasing your exports and diminishing your imports 
by itself merely amounts to giving away property for 
nothing. 

3262. Suppose that India had not the heavy debt 
she has, but was quite free, would the question of 
future prosperity depend upon whether her power of 
exporting exceeded what she was bound to import; 
that is to say, would it not be an advantage to india 
to have five or six millions a year paid into her 
instead of she having to pay five or six millions out 
on the balance of trade ?—I do not think so. I think 
in the case you put the exports and imports would 
balance one another. They would be equal; the 
gold would be an import, and it might not be to her 
advantage to receive gold instead of commodities. 

3263. Do you think it an advantage to a country 
to import mor e than she exports ?—I think they are 
both equally important. 

3264. Surely one is more important than the other. 
Do you think it would be an advantage tq India, she 
being a free country, with no debt, that she should 
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import more than she can export ?— I do not think 
it an advantage that the imports should exceed 
export?, or that the exports should exceed the imports. 
It is a condition of the remittances that have to be 
made by India that the exports must exceed the imports. 

3265. I must suppose to begin with that India has 
no external debt; that she is free. That being so, is 
it not the duty of every one interested in India’s 
prosperity, to increase her exports and her internal 
trade so as to decrease what she must import from 
England ?—No. If she can get useful things from 
England, why should she not ? 

3266. But if she took in imports more than she 
takes up in exports then she would have a bulance. 
You think that would be an advantage ?—I do not 
think it is an advantage in itself, that the imports should 
exceed exports, or that the exports should exceed 
imports. There are instances of countries being 
prosperous both with an excess of exports over 
imports, and with an excess of imports over exports. 
The United Kingdom is an instance of a very prosper¬ 
ous country of the latter class, and the United States 
of the former class. 

3267. ( Lord Balfour of Burleigh.) Will you take 
the despatch in your hand, and look at paragraph 21, 
beginning: “ When we have reached the stage in 
question ”. The stage in question is that described in 
the preceding paragraph?—Yes, when the exchange 
had attained a level of i6e?. 

3268. The Government of India say : “ When we 
“ have reached the stage in question, the sovereign 
“ will be a recognised coin of the Empire, in use in 
“ its chief cities at least, and as long as this condition 
“ can be maintained the exchango will bo stable at 
“ about 16el. We always have it in our power to 
“ carry the operation even further, hy withdrawing a 
“ still larger quantity of silver, and replacing it by 


“ gold coin ; and we recognise that circumstances 
“ may arise in which such a measure may be forced 
“ upon us.” What are the circumstances to which 
the Government allude ? —Possible circumstances in 
the distant future. 

3269. But what are the circumstances ?—I do not 
think they are alluding to any particular circumstances 
—only possibilities. On reading the paragraphs 
again, I think the reference is to the possibility of the 
anticipations in para. 20 not being fulfilled, and it 
being found that borrowing and melting to the extent 
mentioned in that paragraph are. insufficient to main¬ 
tain the rupee at 16rf.; in that case, further borrowing 
and melting would be forced on the Government. 

3270. I understood you in one of your answers to 
Mr. Campbell, to say that it was not the intention of 
the Government of India to pledge themselves to give 
a sovereign for any 15 rupees that any man in the 
street might bring to them?—No; not to bind them¬ 
selves. 

3271. If they could not do that, it cannot be said 
that, so far as the internal position of India is con¬ 
cerned, 15 rupees are the par of a sovereign ?—It would 
be if, as a matter of fact, everyone was willing to give 
15 rupees for a sovereign, and a sovereign for Rs. 15. 

3272. But what you say is, it would not be possible 
to change 15 rupees into a sovereign at the will of the 
holder ?—It would not be possible to claim it by law. 

3273. In other words, they will not be able to get 
it ?—We hope they will. Once exchange is established 
at 15 rupees to the sovereign, there will be no reason 
for a man keeping 15 rupees rather than a sovereign, 
or a sovereign rather than Rs. 15, other than con¬ 
siderations of his convenience for the time being. 

3274. If that anticipation is not realised, it is 
equivalent to the breakdown of your scheme ?— 
Certainly. 


Adjourned. 
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Mr. Alexander Martin Lindsay called and examined. 


3275. {Chairman.) You are a Fellow of the 
Bankers’ Institute of London ?—I am. 

3276. How many years have you resided in India ? 
—32 years. 

3277. In what capacity ?—For the first two or 
three years I was employed in a mercantile firm ; for 
the last 29 years I have been in the service of the 
Bquk of Bengal. 

3278. What position do you hold in the Bank of 
Bengal ?—Deputy Secretary and Treasurer. 

3279. At the commencement of your evidence I 
suppose we are to understand that you do not speak on 
behalf of the Bank of Bengal, and that you come here 
in your private capacity ?—In my private capacity. 

3280. In no way binding your directors ?—In no 
way binding my directors. 

3281. And I suppose in your Bank, as in many other 
mercantile institutions in India, there is a considerable 


difference of opinion upon these questions ?—Naturally 
so. 

3282. Now, you have, during the last few years, 
given a good deal of attention to the currency and the 
coinage of India ?—I have. 

3283, I will commence by asking you about the 
closing of the mints. The mints were closed in June 
1893. Can you give us any information as to what 
was the state of affairs, so far as the currency and the 
exchanges were concerned, prior to the closing of the 
mints ?—For nearly ten months prior to the closing of 
the mints exchange varied little from n rate of Is. 2|J. 
With regard to the currency there was no great surplus 
or deficiency of currency in the money or exchange 
markets during the second quarter of 1893. The 
Bank of Bengal rate of interest for the first half of 
1893 was 5 685 per cent., against 3’502 per cent, in 
1891. It rose in 1893. 
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3284. What had it been, say, on an average, five or 
six years before the closing of the mints ? Will you 
go back, say, to 1888 ?—The average rate of the Bank 
of Bengal for the whole of the year 1888 was 5'460; 
in 1889,6 991; in 1890, 5-790; in 1891, 3-062; in 
1892, 3-499. 

3285. Then, in 1893, the rate rose for the first half 
of the year ?—It rose for the first half to 5-685. 

3286. What was it in the second half ?—4'076. 

3287. Then it fell after the mints were closed ?— 
The rate of interest always lal's in the second half of 
the year. 

3288. Ho you consider that, at the date of the 
closing of the mints in June 1893, there was more 
currency than the trade at that time required?— 
There was no large accumulation. The combined 
balances of the Banks of Bengal and Bombay were 
490 lakhs at the end of June 1893, as against 550 
laklis in 1892, and 900 lakhs in 1891. 

3289. Then you think there was no redundancy of 
the currency and that, as between 1893 and 1891, 
there was a considerable drop P—There was a con¬ 
siderable drop. The great surpluses of 1891 and 1892 
had been worked off. 

3290. Was the bank rate raised in 1893 in con¬ 
sequence of the drain on the bank, the fall in its 
reserve ?—The rise in the bank rate shows that the 
demand for accommodation was greater in 1893 than 
in 1891 and 1892. 

3291. Would that be affected by the exchange ?— 
The drain on the bank for money was probably 
affected by the exchange. There would be other 
causes at work. 

3292. Then, apart from every other question, first, 
dealing with the state of the currency in 1893, you 
think there was neither redundancy nor contraction ? 
—Just so. 

3293. That was an average state of affairs?—There 
was au average state of affairs. I should say there 
was a heavy redundancy in 1891 and 1892 which had 
been gradually worked off. 

3294. Can you give us, since the closing of the 
mints, the rates of discount of the Bank of Bengul ? 
What was it in 1894?—Shall 1 give you the whole 
year ? 

3295. Yes ?—The average rate was, in 1894, 5-394 ; 
in 1895, 4-329 r in 1896, 5 691 ; in 1897, 7 925. 

3296. That is on the average of the year ?—On the 
average of the year. 

3297. To what do you attribute the rise in the 
rates in 1896 and 1897?—The great cause, in my 
opinion, was the curtailment of Council bills caused 
by famine and war, coupled, towards the end of 
1896 and in 1897, with a heavy commercial demand 
for money to move highly-priced food grains, and pro 
longed, latterly, by a large export demand for wheat 
and seeds; that is in 1898. The Government loans 
of 1896 and 1897, and the extension of joint stock 
enterprise in 1895-96, also withdrew much capital 
from the money market. 

3298. In the reasons you are giving us now for the 
rise in discount, partly in 1895 and then in 1896-97, 
you have not given the closing of the mints as any 
effective cause. Perhaps I may put it in another way. 
Supposing the mints had remained open during those 
years, do you think that the famine and the war, and 
the development of joint stock enterprise, and the 
necessary large exports of high-priced wheat and 
seeds, would have produced that same stringency in 
the money market if the mints had been opened r—If 
the mints bad been open and there had been a 
prospect of a rise in the price of silver (here would 
ii.\vo been more money in the money market. If 
there had been a prospect of a fall in the price of 
silver there would have been the same tightness as has 
been experienced, in my opinion. As a proof of that 
I may say that, in the year 1877, the overage bank 
rate for the first half of ilie year was 9-492, and for 
the first half of 1897 it was 9'854. 

3299. Can you remember what the exchauge was 
at that time ?—In the beginning of 1877 the exchange 
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was Is. ltM and it fell during the first half of the 
year to 1 /. 8|r/.; it fluctuated, and ended, I should 
say, at Is. 9^ef. 

.3300. It was a high rate of exchange ?—Yes, higher 
than iu 1876. The banks expected exchange to fall, 
and hoped to get money on cheaper terms by post¬ 
poning pifrebases of council bills and silver. 

3301. And they did not ?—Yes, they did, because 
exchange fell; and for a similar reason money might 
not have been more plentiful this last year had the 
mints been open, because if the exchange banks had 
expected a fall in the price of silver, they would have 
borrowed in India as much as they could, in anticipa¬ 
tion of a fall in exchange. 

3302. Contrasting 1877 and 1897, do you find the 
same famine and trade causes at work, in proportion 
to a high rate of discount, in both years ?—In both 
years. I will again compare the rates. The rate for 
the first half of 1877 was 9*492, and for the first half 
of 1897 the rate was 0-884. In the second half of 
1877 the rate was 7-304, and in the second half of 
1897 it was only 5-967. 

3303. Are there any other facts, except those 
which you have given ua, by which the sufficiency or 
deficiency of the currency can be tested? — The 
sufficiency or deficiency of the currency can, in my 
opinion, only be properly tested by convertibility into 
gold. 

3.304. You mean convertibility of the silver cur¬ 
rency ? — Convertibility of the silver currency into 
gold 

3305. Will you give U3 the reasons for that 
opinion ?—Of course, the great test of the sufficiency 
or deficiency of the currency is the rate of exchange, 
which shows the relative value of the local currency 
to the international currency. A currency that is not 
interchangeable with the currencies of the great 
commercial and financial countries is inelastic, it 
cannot expand and contract freely. Inconvertible 
currencies expand enormously at times because they 
have no outlet, and they expand often without any 
appreciable effect on exchange. 

3306. What you are poiuting to, I suppose, is the 
fixed ra-e of convertibility ?—The fixed rate. If 
a currency is convertible without loss into the great 
international currencies, then any local demand will 
be met, immediately, by a supply of currency from 
the great sources, and a surplus of local currency will 
be transferred through the medium of convertibility 
to the international currencies; but, if you have a 
local standard, or no standard, it is most difficult to 
test whether the quantity of currency is deficient or 
sufficient. 

3307. A fixed rate of exchange accompanied by 
convertibility frees the transmission—the flow and the 
reflow of capital—from all restrictions whatever?— 
Yes. 

3308. It follows its natural course of supply and 
demand ?—Yes. As a rule, a fall in exchange indicates 
redundancy of currency in the exchange markets. 
Prices also give some index as to sufficiency or de¬ 
ficiency. But I think no proper test of a deficiency 
or sufficiency of the currency of a country can bo 
given unless the local currency is convertible into the 
currency of great commercial countries. 

3309. Do you consider that the subsequent course 
of events since June, 1893, has reduced the currency 
below the requirements of trade at the present time, 
either in the busy season or in the slack season ?— 
There was extreme scarcity of money-market money 
during the busy season of 1897 in India, and, again, 
during the busy season of this year. 

3310. But was there a deficiency in the slack 
season of last year ?—There was no deficiency in the 
slack season. There is always a great difference 
between the commercial demand for currency in India 
during the busy season, and during the slack season, 
because the moment the rainy season commences there 
is a great stoppage of trade, and money comes rushing 
into the Presidency banks; on the other hand, during 
the busy season, when there is a heavy commercial 
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demand on the banks, the Government balances run up 
very greatly, 

3311. Is that owing to the collection of the revenne ? 
—It is owing to the collection of the revenue. The 
revenue is largely collected just at the time when 
money is most in demand for commercial purposes, 
and vice versa. It would be desirable, I think, that 
these collections should be utilized to meet trade re¬ 
quirements during the busy season, but there is great, 
difficulty in making any change—at present, at all 
events. But I wish to point out that there is always 
to great difference between the supply of money during 
the busy and the slack seasons. Commencing at the 
end of November 1896, when the pressure for money 
was first felt, the total Treasury balances were 
exceptionally low, 7^ crores of rupees only, while the 
cash balances of the three Presidency banks, after 
deducting their Government deposits, were 3-l t crores 
only. Then, as the busy season progressed, we find 
that in January 1897 the Government balance had 
jumped up to 12 crores, and in March it went as high 
as nearly 14 crores. 

3312. But that was the busy season ?—That was 
the busy season, when there was great pressure for 
money, and the hulk of that money was locked up in 
the Government Treasuries, and was not, available for 
commercial purposes. Then, take the month of June 
1897. The Government balance had dropped down 
to 11 crores, and the bank balances (I am excluding 
the Treasury money) were exceedingly low in March, 
about 1 crore. 

3313. You did not give us January ?—In January 
the bank balances of commercial money—taking the 
end of January—were about 2| crores. In May the 
bank balances were very low, indeed; about the end 
of May they were under 1 crore. 

3314. Is that all the banks?—The three Presidency 
hanks. 

3315. (Mr. Le Mar chant.) Are those the Govern¬ 
ment balances at the, banks ?—No. 

3316. It is excluding Government balances ?— 
Yes. 

3317. But wh&t are the bank balances ?—I am 
giving the bank balances after deducting the Govern¬ 
ment deposits at the hanks. Then, about the middle 
of June, the balances of the three Presidency banks, 
independent of Government money, stood about a little 
over 1 crore. 

3318. (Chairman) Now, will you go to the slack 
season?—The commercial balances in July 1897 
jumped up to about 4 crores, 70 lakhs. 

3319. That is exclusive of the Government Trea¬ 
sury balances ?—Exclusive of the Treasury balances; 
it shows a rapid jump up in June and July. The 
Treasury balances in July went on increasing. About 
the middle of July the Treasury balance was about 
9 crores. In September the Treasury balances were 
very low, down to 7^ crores. The bank balances at 
that date were about 4 crores, 25 lakhs. 

3320. (Chairman.) Then, will you go to Decem¬ 
ber ?—At the beginning of December the Treasury 
balance began to rise. Towards the end of December 
it was about 10 crores. The bank balance fell to 
1 crores. Then, in March, when there was extreme 
pressure in the money market, the bank balance was 
down to almost nothing, apart from Government money. 
The Treasury balance amounted to 16 crores. That is 
in the March of the present year. Since March the 
bank balances have been rising, and the Treasury 
balances falling. I give these figures to show the 
great discrepancy in India between the supply of 
money for mercantile purposes in the busy and slack 
seasons* 

3321. Do you form any conclusion from all those 
figures that you have given us, either with reference 
to exchange or with reference to the closing of the 
mints, and its effect on the bank reserves in the 
country?—As far as their effect on exchange goes, 
they naturally create a pressure on the market for 
money during the busy season, and great ease during 
the slack season; and exchange will naturally rise 


during the busy season and fall during the slack 
season. Bank resources would be increased during 
the busy season, were the surplus funds in the Govern¬ 
ment Treasuries placed at disposal of the Presidency 
banks at that time. 

3322. I want to get from you your opinion as to 
whether, either from the growth of trade or from 
hoarding, or from the export of coins, or from the 
expenditure upon war and famine, or from any other 
cause, there is, at this moment, a deficiency of 
currency in India ?—There is unquestionably, in my 
opinion, a deficiency of currency in India—at ail 
events, in the money market. 

3323. Then you differ from the opinion of the 
Government of India that there is a redundancy of 
currency ?—Yes. There is no redundancy when large 
sums arc locked up by Government during the busy 
season. In my opinion, there will be no redundancy 
whatever under convertibility. 

3324. That is talking of what might be; we will 
come to that afterwards. The Government of India, as 
you know, have based their proposals to some extent 
on the fact that there is a redundancy of currency in 
India at the present time, which they propose, in a 
manner about which we will talk presently, to remove. 
First of all, do you, or do you not, think that there 
is any redundancy of currency?—There was every 
appearance of grave deficiency of currency during the 
last season. IVhat it would be during a slack season, 
under the circumstances that I have just mentioned, 
it is impossible to say—at least, it is difficult to say. 

3325. The real practical test would be, whether 
there was deficiency in the busy time ?—A deficiency 
in the busy time, of course, is very much more serious 
than a deficiency in the slack time. 

3326. But that is the test ?—That is the test. 

3327. When everybody has apparently gone to sleep, 
it does not much matter; but when trade is really 
active, that is the time when the facts could be ascer¬ 
tained and the results noted ?—I should like to give 
a few facts to indicate the extreme deficiency of 
money during the past season. There was every 
indication of most extreme pressure for accommoda¬ 
tion culminating in a large destruction of credit ,in 
native banking circles. 

3328. Which year do you mean now ?—This last 
busy season, 1898. The bank rate ruled higher than 
it has been since the monetary crisis of 1866. 
Government 3£ per cent, paper which stood at 110 
rupees in the middle of 1896, and Es. 103'8 (that is 
103|) in the middle of 1897, fell to 93£ in the 
early part of 1898. I may also mention that there 
was extreme scarcity of currency in the North 
Western Provinces and the Punjab during this busy 
season. First-class firms were paying at the rate of 
ijths. per cent, on discounting demand bills on Calcutta 
and Bombay. 

3329. (Mr. Hambro .) What is the natural dis¬ 
count ?—As a rule, accommodation of that description 
never rises above, at the very most, fths. per cent. 

3330. (Chairman.) And this was Jths. per cent.? 
—Yes. 

3331. Those are. facts which you consider indicate 
pressure ?—Extreme pressure for money. 

3332. Now do you consider that a fall in exchange 
would tend to increase the volume of exports, and of 
trade generally ?—Other tilings being equal, a fall in 
exchange should stimulate the export trade temporarily, 
and curtail the import trade. 

3333. And vice versa ? —Yes. 

3334. How long do you think that the temporary 
period should last ?—As a rule, it cannot last very 
long. Of course it does take some time. There are 
questions of wages, and so on. The profit is made at 
the expense of others; but still there is profit made. 

3335. Are you aware whether there has been any 
use by the public of the Government’s notifications in 
1893 and 1898 to obtain currency ?—It has been 
availed of to a small extent; but there was possibly 
an exceptional cause at work in each instance. 
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.1336. Do you think, at the present time, there is a 
■•vant of confidence in the future value of the rupee ?— 
Yes. 

3337. Do you think it of primary importance to 
the trade of India that that want of confidence should, 
if possible, be removed ?—Certainly. 

3338. What is that want of confidence based upon 
mainly ?—Some people say it is based on the prospect 
of a re-opening of the mints, but, of course, I cannot 
believe that, looking to the positive declarations that 
have been made all along by the supreme authorities 
that the mints will not be re-opened. In my opinion 
it must be based upon some defect in the currency 
system. 

3339. Is there a fear in India—1 will not say a 
fear, but an impression—that the Government may not 
adhere to the policy of 1893, and may re-open the 
mints ?—I do not think so. Of course there are some 
who hope so, but I do not think there is any general 
impression that the mints will be re-opened. 

3340. Are you, yourself, in favour of re-opening 
the mints ?—No. 

3341. Will you tell the Committee what you think 
the effect of re-opening the mints—even gradually, 
say over a period of 12 months—would be on the 
trade of India ?—It would cause great fluctuations 
either in rupee prices or sterling prices of commodities 
interchangeable between India and gold or silver or 
paper standard countries, or more probably both sets 
of prices would fluctuate. It would drive capital 
out of India, and we have been told by all parties 
directly concerned, that it would he very difficult for 
India to pay her way, 

3342. Do you mean pay her gold debt ?—Very 
difficult to pay her gold debt. Were India an in¬ 
dependent country, a fall in exchange to 1 \d. or less 
would probably lead to a default in payment of interest 
on her sterling debt. 

3343. Have you anything else to say upon that ?— 
I do not think I have. 

3344. I take it your opinion would be altogether 
adverse to the re-opening of the mints ?—Yes. 

3345. Now may 1 ask you whether you are in 
favour of establishing an effective gold standard in 
India ?—I am. 

3346. Perhaps you will go back now to your first 
proposals that were made in 1876 and 1878 ?—Yes. 

3347. They wero repeated in July 1885 ?—Yes. 

3348. And again in 1892 ?—Yes. 

3349. AVhen you published a pamphlet entitled 
“ Ricardo’s Exchange Remedy ” ?—Yes. 

3350. Will you state to the Committee, in yonr own 
language, what you proposed ? Perhaps you will first 
give us Ricardo’s Exchange Remedy upon which you 
base your theory ?—In 1819 the British currency was 
based on inconvertible notes of the Bank of England. 
Mr. Ricardo suggested that convertibility into gold 
to the extent necessary to give stability to the "foreign 
exchanges might bo secured, and all legitimate re¬ 
quirements met, by the simple and economical 
expedient of arranging that the Bank of England 
should sell its paper money at a fixed gold price, and 
buy back the notes, when desired, at 1| per cent, 
below that price, the gold employed to be in the shape 
of gold bars, or any other form that would prevent 
its being used as a medium of local payment. That 
was the great point of the scheme. He said b 
currency is in its most perfect state when it consists 
of cheap material, but of cheap material of an equal 
value with the gold which it professes to represent., 
and he added that a currency of this description 
might he equally well issued by a government as by 
a bank. It is said, by way of objection to my scheme, 
that these arrangements applied to a bank currency, but 
Ricardo specially mentioned that a currency of this 
description might be equally well issued by a govern¬ 
ment as by a bank. This proposition of Mr. Ricardo 
was recommended by the Committees of the Houses of 
Lords and Commons appointed in 1819 to consider 
the expediency of the Bank of England resuming gold 
payments. 


3351. Who was the Chairman of that Committee? 
You say it was a Joint Committee ?—There were two 
Committees ; one of the House of Commons, and one 
of the House of Lords. 

3352. Then both Committees came to the same 
recommendation ?—Both. 

3353. They recommended the resumption of cash 
payments ?—They recommended the resumption of 
cash payments eventually ; but for the first few years 
the notes were to be convertible, not into gold coins— 
they were to be convertible into gold bars. 

3354. What was the fate of that proposal?—Tbo 
fate of that proposal was that it was successful. It 
was established simply as a temporary measure to 
enable the Bank to place its notes on the convertible 
footing as early as possible—in fact, at once. 

3355. Sir Robert Peel was the Chairman of the 
House of Commons Committee ?—Yes. 

3356. That was in 1819 ?-—Yes. 

3357. How long was that plan in operation ?—It 
was a temporary measure, and expired, by arrange¬ 
ment, in 1823. 

3358. Then your first point would be, that what 
we may call Mr. Ricardo’s theory was practically 
adopted by both Houses of Parliament—adopted by 
the Committee of which Sir Robert Peel was the 
Chairman, and embodied in legislation, and paved the 
way for the complete resumption of cash payments ?— 
Yes. 

3359. Now, suppose we go a little farther back, 
You have other precedents, both from Scotland and 
Ireland?—May I explain it in this way? When 
formulating this scheme, years ago, I based it on the 
legislation of 1819, but, simply for the sake of con¬ 
venience and economy, I substituted sterling drafts 
on London for the gold bars of the Ricardo plan. 
It was with pleasure that I discovered, last year, that 
the sterling draft system had been in operation in 
Scotland for 40 years, and had been recommended 
for adoption in Ireland by a strong Parliamentary 
Committee in 1804. 

3360. Now, we will proceed historically. Will you 
explain to the Committee what was the Scotch system 
that was adopted in 1763, after the Peace of 
Versailles ?—After the Peace of Versailles in 1763, 
a great scarcity of gold was experienced in Scotland, 
and speculators took to “ bearing ” exchange very 
much after the fashion adopted at present by bullion 
speculators in Bombay. Exchange with London 
fluctuated 5 or 6 per cent., and, in order to fix 
exchange and frustrate the attempts of speculators, 
the Scotch banks established a gold fund in the Bank 
of England ; and, by offering drafts on London at 
J to 1 per cent, over the speculators’ rate, they 
gradually brought the exchange to par, and with the 
aid of this conversion fund they maintained exchange 
at this level up to 1804, and until gold coins were 
again used. 

3361. Can you give us any idea as to the extent 
of the operations that were covered during that time. 
I mean the extent, say, of the gold fund in the Bank 
of England. Have you any idea of what the propor¬ 
tion would be between England and Scotland ?—My 
information is taken solely from the Committee 
reports of 1804 and 1810. 

3362. Is that information given there ?—So far as 
I know, it was not given. Of course the Scotch banks 
must have arranged with the Bank of England to 
obtain, when necessary, temporary advances; without 
that no conversion scheme could stand. 

3363. I wanted to see whether the Scotch banks 
bad a sufficient gold fund in London to cover their 
drafts, or whether they also had arrangements with 
the Bank of England in addition to that gold fund, so 
that they could get accommodatiou from the bank ? 
—Details of that description I have not got here. 

3364. But I suppose it is probable that that would 
bo so ?—Yes. 

3365. Would that arrangement be ettectual and 
economical ?—It is obvious that it would be so. 
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3366. Why ?—The exchange could not fall aa long 
as remitters could get drafts on London at par in 
exchange for local currency, and the expense of 
convertibility was minimised as much as possible 
because the only notes converted were those which 
would, if unconverted, have been used in buying bills 
below par. Had the Scotch banks offered to convert 
their notes into gold coins, the coins might have been 
used in the local circulation instead of the notes, or 
they migUt have been hoarded, and in this way more 
notes would have been tendered for conversion and 
more gold would have been required than was really 
necessary for fixing exchange; but by making the 
local currency convertible into drafts on London, that 
could not be used in the local circulation, a maximum 
amount of paper money was kept afloat at a par with 
gold. Under this simple system the paper currency 
of Scotland worked as regularly and as automatically 
as any gold currency. There was no arbitrary 
contraction of the currency, no dread of a fall in 
exchange such as the present Indian system engenders 
with the result that capital is repelled and expelled 
from the country, causing severe stringency every now 
and then in the Indian money markets. 

3367. That system lasted you say till 1801 ?—My 
information is based on the report of 1804, and it was 
in operation then evidently from the report. 

3368. Now, was there any Irish parallel or any 
recommendation as to Ireland in 1804 ?—In 1804 this 
system was recommended for adoption in Ireland. 
Towards the end of the 18th century there was a 
scarcity of gold coin in Great Britain and Ireland, 
owing to the drain of gold required to carry on the 
great conflict with France, and so scarce did gold coin 
become that an Act had to bo passed, called the 
Restriction Act, forbidding the Banks of England and 
Ireland to give gold iu exchange for their notes. 

3369. That practically was a suspension by the 
banks?—Yes. 

3370. That extended both to Ireland and Great 
Britain ?—Yes. 

3371. What was the special recommendation of the 
Committee of 1804 with reference to the transactions 
of the Bank of Ireland ?—The difficulty was that there 
was a fluctuating exchange between the Bank of 
England and the Ban!; of Ireland. As long as both 
these banks gave gold for their notes, the two currencies 
were linked together by the tio of convertibility, and 
there was fixity in exchange between Groat Britain 
and Ireland, just as iu bimetallic time the rupee currency 
and sterling mouey were interchangeable and linked 
together by the Latin Union system. 

3372. Iu India ?—The Latin Union system linked 

silver and gold money all over the world, including 
India. The Irish exchange, under the Restriction 
Act, like the Indian exchange after the breakdown of 
bimetallism, became unsteady, and fluctuated to such 
au extent that a strong Parliamentary Committee, con¬ 
sisting of Pitt, Fox, Foster, Canning, and others- 

3373. That Committee sat in 1804?—In 1804. 
They were appointed to report on the position, and 
devise a remedy. 

3374. Then, how did they report ?—The report was 
made under the following heads:—First, as to the 
fact of an unfavorable exchange existing, and to what 
extent; and secondly, as to the causes which created it. 

3375. Both those are local, and confined to those 
times. What was the third point ?—As to the 
remedies which can he resorted to for either removing 
or alleviating the inconveniences arising from it. 

3376. Can you just give us on extract from the 
Committee’s report ?—As to the remedies, the report 
says : “ Such remedies, therefore, as may answer to 
“ give redress, are next to be considered, and the 
“ great object of many of those which have been 
“ suggested, is the procuring a common circulating 
“ medium in the two countries. With this view, a 
“ consolidation of the two banks of England and 
“ Ireland has been proposed and supported with very 
“ plausible arguments by Mr. Borrowe*: but its 
“ expediency seems rather problematic; and when 


“ the rapid advances which the manufactures, trade, 
“ and agriculture of Ireland have made since the 
“ establishment of the bank, and the great assistance 
“ which they have received from it, under the wise 
“ and liberal conduct of its directors, are considered, 
“ your Committee cannot recommend putting those 
“ benefits to a hazard, even if the redress of a high 
“ exchange could be ensured thereby. But, putting 
“ the hazard out of the question, the measure seems 
“ impracticable without the consent of both banks, 
“ which the evidence shows is very unlikely to be 
“ procured. Other modes of obtaining a common 
“ medium, such as that of inducing, or even com- 
“ pelliug, the Bank of Ireland to give Bank of 
“ England notes in exchange for their own, on 
“ demand, or to make their own exchangeable for 
“ them in London, or to give bills of exchange on 
“ London for them, have been suggested; and there 
“ is no doubt any of them would have the effect of 
“ rectifying the exchange. The objection that lias 
“ been made to this proposal is the difficulty and 
“ expense to the Bank of Ireland which would attend 
“ the procuring a fund in London on which to draw. 
“ On this your Committee observe, generally, that 
“ neither the difficulty nor the expense attendant on 
“ this measure would be so great as that to which 
“ the bank, by its constitution, is necessarily subject 
“ at all times when not protected by a restriction from 
“ performing its engagements; and whatever funds 
“ the bank formerly applied, or intend again to apply, 
“ on tile removal of the restriction, to provide for the 
“ difficulty and expense of obtaining a supply of 
“ gold, might, in the interird, be applied to the 
“ procuring of English bauk notes. The evidence of 
“ Mr. Winthrop points out the practicability of 
“ obtaining a sufficient supply of Bank of England 
“ notes with such a fund; his expression is that 
“ ‘ The Bank of England, or any person, may procure 
“ ‘ bank notes now to any extent, if they will pay for 
“ ‘ them.’ But Mr. Mansfield’s evidence so clearly 
“ shows the practical mode of carrying this measure 
“ into effect, that your Committee cannot impress it 
“ too strongly upon the attention of the House; it 
“ shows, in the example of Scotland, how effectually 
“ a very small sum, vigorously and wisely applied, 
“ did operate, and that banks there did establish 
“ an adequate fund with ultimate advantage to 
“ themselves.” 

3377. Mr. Mansfield, I see, was a banker in 
Edinburgh, of the firm of Mansfield, Ramsay & Co. 
Now, what became of the report of the Committee ? 
—The recommendation was not carried into effect. 
As far us I can make out, the reason was this, that 
shortly after 1804 the Bank of England notes them¬ 
selves began to depreciate, and the desire to fix 
the exchange between the two countries no longer 
existed. 

3378. That report, practically, was not embodied 
in legislation?—That report was not embodied in 
legislation. 

3379. Now, we will come down to your own pro¬ 
posals in 1876. Will you give us, shortly, what the 
theory of your original scheme was iu 1876, and tell 
us how you have modified it now ?—It was practically 
the same as my present scheme, with the exception 
that in 1876 I proposed that the rate should be main¬ 
tained at the rate of the day then, or the rate for a 
few years previously to that, namely, 2s. and 1 .?. lid., 
the difference being about 4 per cent, or wliat was in 
chose days the cost of specie transmission. 

3380. Let us get first what your proposal is ; as a 
more matter of detail, give us the basis of your 
proposal ?—I consider it highly desirable in a country 
such as India, where custom is all important, that in 
establishing a gold currency no change should be made 
in the existing circulating media. The present silver 
and copper tokens are as acceptable and popular as 
could be desired. They are convertible into bank 
drafts on London at varying rates of exchange ; and 
all I propose to do is to make them convertible for 
large sums into Government drafts on London at 
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Is. o\d. This change will pass unnoticed, except by 
the intelligent few, and it is satisfactory to find that 
by this almost imperceptible process the Indian 
currency will be placed on a footing which Ricardo 
and other great authorities have advocated as the best 
of all currency systems, viz., one in which the currency 
media used in the internal circulation are confined to 
notes and cheap token coins, which are made to act 
precisely as if they were bits of gold by being made 
convertible into gold for foreign payment purposes. 

3381. You mean convertible outside India ?— 
Convertible outside India. 

3382. I want the Committee thoroughly to under¬ 
stand from you, in your own words, what the scheme 
is. Just tell us what the scheme is from the beginning 
of the transaction to the end. We understand that you 
do not propose to interfere with the silver currency 
in India. You leave that alone ?—T propose that 
10 millions sterling should be raised in London 
by a long-term loan (say 15 years’ currency), aud 
should be deposited in the India Office or the Bank 
of England. The fund might be styled the Gold 
Standard Reserve, and the office dealing with it might 
be called the London Gold Standard Office. It 
should be announced that the London Gold Standard 
Office will be prepared to sell to all applicants rupee 
drafts for sums of Rs. 15.000 and upwards in 
exchange for sterling money at the rate of Is. 4 T u<tf. 
per rupee. 

3383. Then your first limit is, that it should be 
confined to operations outside India, and your next 
limit is, that it should be confined to operations of at 
least Rs. 15,000?—Yes. I propose, on the one side, 
a limit of Is. 4 T \«/., and, on the other side, a limit of 
Is. 3J«/., and that the limit of amount should be, in 
the case of rupees, 15,000, and in the case of sterling, 
1,000/. The rupee drafts should be drawn on two 
offices, to be opened either in the Indian mints, or in 
the Calcutta and Bombay Presidency Paper Currency 
Offices. 

3384. This is to be entirely a Government opera¬ 
tion ?—Entirely a Government operation. 

3385. This operation of the Government of India is 
to be of a two-fold character: First, to establish a 
gold standard fund in London by providing 10 millions 
sterling in gold, and secondly, the manipulation of 
that fund for the purpose of the exchange is to be 
carried on by another department of the Indian 
Government, which is to be localised in Bombay or 
Calcutta, or both ?—I propose three offices, one 
in London, one in Calcutta, and one in Bombay. The 
duties will be purely mechanical. 

3386. I want to see, first, what the machinery is. 
This is your machinery ?—Yes. The rupee drafts 
should be drawn on two offices to he opened either in 
the Indian Mints, or in the Calcutta and Bombay 
Presidency Paper Currency Offices. These offices 
might be styled the Indian Gold Standard Offices. 
These drafts should be made payable on demand if 
there are rupees available in the Indian Gold Standard 
Office. 

3387. You mean the drafts from London ?—The 
drafts from London. 

3388. That would be equivalent to the Secretary 
of State’s Bills under the present system ?—The 
London Gold Standard Office would meet all applica¬ 
tions at the rate of Is. 4 T \ S d. 

3389. But. the operation would be the same. They 
would p‘>ss into the silver currency at sight ?—But, 
the Council bills are cashed out of the Government 
balances. These drafts must not be so cashed. If there 
has been a redundancy of currency in India and applica¬ 
tions for sterling drafts, there will be rupees in the 
Indian Gold Standard Office to meet the drafts. Should 
there be no such fund of rupees in the Indian Gold 
Standard Office, then silver bullion must be pur¬ 
chased ; or if, as would be very desirable, the provisions 
of the Gold Note Act of 1898 could be incorporated 
in the scheme, that will enable notes or the rupees in 
the Paper Currency Office to bo used to meet these 
drafts. Gold will be held here or silver bullion will 


be purchased and despatched to India for coinage as 
security for the notes issued. 

3390. But, at the present time, there has never 
been any difficulty in cashing the Secretary of 
State’s bills. Why should there be more difficulty 
in cashing these drafts than in cashing the Secretary 
of State’s bills ?—Government money must not be 
used to meet the Gold Standard drafts. These drafts 
should be made payable on demand if there are 
rupees available in the Indian Gold Standard Office. 
If not, they should either be paid on demand at the 
Paper Currency Department, or the drafts should be 
drawn at a currency affording time for coinage in 
India of silver bullion purchased in London with the 
sterling money. That is to say, if there is a demand 
for rupees, and there are no rupees in the Indian Gold 
Standard Office, the Government will sell rupee drafts, 
and with the sterling money they get they will pur¬ 
chase bullion and ship it out to India, and arrange so 
that this bullion will be coined to replace the rupees 
of the Paper Currency Department with which they 
have paid the drafts. 

33yl. Practically, the operation will be just the 
same as it would be if the notifications of 1893 and 
1898 were carried out; that is, there is a payment of 
gold in London, and, as against that payment of gold 
in London, the owner of the draft would receive 
currency at the rate you mention in Calcutta ?— 
Precisely. 

3392. And that would be an arrangement which the 
Indian mints could undertake; it would depend on 
the state of the bullion market ?—The mints can 
supply the rupees with profit when silver bullion costs 
41f d. per ounce. The lower the price of silver the 
greater the profit. 

3393. (Sir F. Mowatt.) What would be the usance 
of the draft sufficient to give time for the coinage in 
India of silver bullion purchased in that way with 
sterling money in London ?—One month’s date would 
give time for the bullion to arrive in India. The 
rupees taken from the Paper Currency Department 
balance might be replaced by the bullion sent out 
by the London Office. To revert to the proposed 
machinery, it should be announced that the Indian 
Gold Standard Offices will bo prepared to sell lo all 
applicants sterling drafts on the London Standard 
Office, payable on demand, in sums of 1,000/. and 
upwards. 

3394. (Chairman.) This is the reverse operation ?— 
This is the reverse operation. 

3395. This is the transmission of rupees from India 
to be turned into gold in London. You have been 
giving us before the transaction of the issue of 
rupees in India for gold paid in London. Now, 
this is the reverse operation ?—Yes. The Indian 
Gold Standard Office would sell sterling drafts on the 
London Standard Office, payable on demand, in sums 
of 1,000/. and upwards, in exchange for rupees, at the 
rate of Is. ‘&\d. per, rupee. All rupees received by 
the Indian Gold Standard Offices should be held in 
these offices to meet the rupee drafts drawn by the 
London Gold Standard Office. All gold received 
under Notifications No. 2262-4, of June 1893, should 
be made over to the Indian Gold Standard Offices, on 
their requisition, in exchange for rupees, at the rate 
of Is. 4</., and should be sent by them to the London 
Gold Standard Office. That is, of course, an arrange¬ 
ment made under special circumstances, which wili be 
afterwards explained. If the gold standard reserve 
should decrease at any time to “ apprehension point,” 
i.e., show a likelihood of becoming exhausted, it would 
indicate that the rupee currency was seriously re¬ 
dundant, or, in other words, that there were too many 
rupees in circulation; and some of the surplus rupees 
might be used to replenish the Gold Reserve in 
London. 

3396. How would you do that?—Government 
should take the step contemplated by the Dutch 
Government in 1884, and melt a portion of the rupees 
held in the Indian Gold Standard Offices, despatching 
the bullion to London for sale there for sterling 
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money, which should go to strengthen the London 
Gold Standard Reserve. The loss on the operation 
would not necessarily be permanent, as it could be 
recouped afterwards by buying silver and coining it. 
In case this part of the scheme may be misunderstood, 
let me say that the proposal to melt rupees under 
these circumstances is not made with the object of 
reducing the rupee currency, but with the object of 
replenishing the London Gold Reserve. That was the 
object of the Dutch Government. 

3397. I suppose the Indian Government would say 
that that is the meaning of their proposals with 
reference to six erores. Yours is to remove redun¬ 
dancy, and theirs is to curtail redundancy ?—I submit 
that redundancy under my scheme is not removed by 
the melting of rupees but by the withdrawal of rupees 
tendered for conversion. 

3398. But you say that the fall of the gold standard 
to what you call apprehension point indicates a 
redundancy of rupee circulation ?—Yes; and then to 
enable the withdrawal of rupees tendered for con¬ 
version to be continued melted rupees are sold. It is 
to enable the Government to replenish the London 
Gold Reserve that I propose that the rupees should 
be melted. 

3399. Before you go further, you have given us 
these three figures, which I should like you to explain. 
I want to know why you fix upon 10 millions sterling, 
why you fix upon Is. 4-^d., and why you fix upon Is. d. 
First, why do you fix at 10 millions sterling the sum 
which you think necessary for the gold standard fund— 
I presume it is not an arbitrary figure; you have some 
basis of calculation ?—In estimating the utmost possible 
extent of a foreign drain one must look to the balances 
of the Presidency banks, which contain all the funds 
likely to be tendered for conversion into sterling 
money, remembering that these funds increase steadily 
when trade shows an adverse balance; and the 
problem is to fix upon an outside limit beyond which 
these banks could spare no further funds without 
raising their rates of interest to a height that will 
attract capital, depress prices, and create a demand 
for return of the currency exported. It is difficult 
to bring currency back unless there is confidence in 
the future of exchange; but, given conditions that 
will inspire confidence, I estimate that 5,000,000/., 
assisted with a prohibitive duty on silver, or 
10,000,000/. without such assistance would be suffi¬ 
cient, or, say, 10 to 20 erores of rupees, including 
proceeds of melted rupees, is more than India can 
spare at any period. If I might be permitted, I should 
like to read some authoritative opiuions upon that 
rather important point. 

3400. May I put it in this way, that you base your 
figure of 1C million pounds, 5 millions, or 7| millions 
—I quite see the reasons why you vary the figure— 
upon the average balances of the Presidency banks as 
indicating a limit below which they dare not go in 
depriving themselves of rupee currency ?—Yes, a 
great deal in excess of the average, in fact, much in 
excess of the highest balance the Presidency banks 
have ever shown. 

3401. May we take it that the general mass of the 
Indian people would not be remitting to London or 
wanting gold there ? You consider that the remit¬ 
tances would come mainly from the banks, that the 
banks, if they wanted to convert into gold, could not 
spare more than a certain sum lor gold conversion ?— 
I would rather put it in this way, that the demand 
for remittance to London will come not only from the 
exchange banks but from the general body of the 
community; but still we know, as a matter of 
experience, that these remittances come through the 
medium of the banks, and we have every reason to 
believe that 10 millions sterling, which I shall after¬ 
wards show to be sufficient to reduce the rupee 
currency by 20 erores, is more than ample under any 
circumstances. 

3402. You are not at all influenced in fixing that 
figure by the amount that would have to be remitted 


to meet, under the present system, the Secretary of 
State’s bills ?—I include everything. 

3403. How, will you read us your authorities ?— 

Here are a few authoritative opinions and precedents 
in support of my view. Some people have looked at 
and criticised my scheme on the strength of the total 
exports from India. I say, you should not look to 
exports at all; you should look to the Presidency 
balances, making ample provision over and above any¬ 
thing that they show is likely to be required. First 
of all, Mr. James Wilson, the founder of our present 
paper currency system- 

3404. Do you mean Mr. James Wilson who was 
the first Indian Finance Minister, or rather the first 
Finance Minister sent out?—Yes. He is a well- 
known authority. In his book on “ Capital, Currency, 
and Banking,” he says: “When a drain sets in, 
“ which merely means when it becomes profitable to 
“ export the commodity gold, such demand will act 
“ on the stocks of bullion and on the coin in the 
“ reserve at bankers, but not directly on the coin 
“ constituting the actual circulation, at least until all 
“ those reserves were actually exhausted and then 
“ a struggle would commence between those who 
“ required coin for circulation and those who required 
“ it for export. To this point a drain never yet has 
“ proceeded with a convertible currency, nor can we 
“ conceive any circumstances under which it is likely 
“ to do so.” Then the second authority I will quote 
is John Stuart Mill. In Bis “ Principles of Political 
Economy,” Book 3, chapter 22, he says: “ Gold 
“ wanted for exportation is almost invariably drawn 
“ from the reserves of banks, and is never likely to 
“ be taken from the outside circulation while the 
“ banks remain solvent.” Then Mr. Goschen in 
addressing the London Chamber of Commerce in 
December 1891, on the metallic reserve says: “We 
“ only have as an effective circulation that which is 
“ required for the daily wants of the people. You 
“ cannot tap that to any extent so as to increase your 
“ central stock of gold. You may raise your rate of 
“ interest to six per cent, or eight per cent., but the 
“ bulk of the people will not carry less gold in their 
“ pockets than they did before, and I doubt whether, 
“ from other quarters, you would be able to get much 
“ addi tion to your central store.” Then I will read this 
extract from Ricardo’s “ On the high price of bullion.” 
“ The exportation of specie may at all times be safely 
“ left to the discretion of individuals. It will not be 
“ exported more than any other commodity, unless 
“ its exportation should be advantageous to the 
“ country. If it be advantageous to export it, no 
“ laws can effectually prevent its exportation. 
“ ■ • • - The exportation of coin is caused by 

“ its cheapness.We should not import 

“ more goods than we export, unless we had a re- 
“ dundancy of currency.” Then Professor Sumner, 
a well known American authority -writes: “ The 
“ balance of imports and exports never can move the 
“ exchange either above or below par, more than just 
“ enough to start a movement of bullion. On a specie 
“ system, any outflow of bullion would bring down 
“ prices, and immediately make a remittance of goods 
“ more profitable than of bullion, and if the exporta- 
“ tion of bullion was artificially continued (as for 
“ instance to pay the expenses of a foreign war) it 
“ would reduce prices until a counter-current would 
“ set in, and restore the former relative distribution 
“ all the world over.” 

3405. How, why do you fix, as you have done, the 
par of exchange between the sterling and the rupee 
at Is. 4-ig<£, on the one side and Is. 3 : }d. on the other ? 
— Is- 4yV d. I fixed for the sale of rupee drafts. 
The reason for that is the general expectation that 
Is. id. will be the rate fixed; and, 1 believe, that 
many contracts have been entered into on that 
understanding. 

3406. Outside that, have you any reason for fixing 
it? — The reason why I fix it at Is. 4 r \d. is this, 
that under present arrangements gold can be tendered' 
for exchange into rupees at the rate of Is. id. in India. 
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I, myself, think it desirable that those gold trans¬ 
actions should be kept out of India as much as 
possible, so I make the rate at Is. which will 

suit the banks better, that is to say, the banks will 
prefer to buy drafts as a rule at Is. 4 \(1. instead of 
sending out gold to be exchanged into rupees at the 
rate of Is. 4 d. 

3407. But suppose it was part of any scheme that 
that notification should be rescinded, and that there 
should no longer be power to compel the Government 
to give rupees at the Is, 4 d. rate, then have you any 
reason why you should prefer Is. 4 d. or Is. 3 d. or 
Is. 6 d. or Is. 2d. ?—I consider it is the general 
expectation amongst the commercial community in 
India that Is. 4 d. is the rate that will be fixed, and 
I think that some capital has been, if not sent out, at 
all events retained there on that understanding. 

3408. All that is based on expectation well founded 
or otherwise ; but in the state of trade do you think 
there is any reason for prferring the one rate to 
another ?—Seeing that for the last 10 months or so the 
rate of exchange has ruled at Is. id. or very near Is. id. 
especially seeing tiiat of late we have had a very active 
export trade, I think that prices must have adjusted 
themselves fairly well to the rate of Is. 4 d. 

3409. But you are aware that a great many of the 
export trades in India complain of the very high rate 
of Is. id. Let us take two of the trades especially 
concerned, the Indigo trade and the Tea trade ?—I 
should certainly very much rather see convertibility 
at once introduced at the rate of Is. 3 d. than 
postpone convertibility for a day. It would require 
a smaller conversion fund; there would be less 
demand for conversion into gold, no doubt, at the rate 
of Is. 3 d. than at the rate of Is. id. 

3410. So far as your scheme is concerned the 
par of exchange is an unimportant consideration. 
Your scheme works, supposing it is Is. 2d., Is. id.. 
Is. 6d., or Is. Sd. ?—I should be very sorry to fix any 
rate of exchange that would disturb trade. 

3411. Do you think that trade would be disturbed 
by a higher rate than Is. id. ?—Certainly, 

3412. Why ?—Because it appears to me to have 
adjusted itself fairly well to Is. id., if anything to a 
rate slightly lower than Is. id., but certainly it has 
not adjusted itself to a rate higher than Is. id. 

3413. Let us take the average of the last 6 years. 
That is nothing like Is. id., is it?—But seeing that 
at present the export trade is very active at the rate 
of Is. id., it appears to me that the export trade has 
now adjusted itself to that rate. 

3414. But the Is. 4c?. rate has only prevailed for the 
last 12 months ?—But an adjustment of that kind 
between prices and exchange is immediate. 

3415. Immediate ?—In this way. If sterling 
exchange rises or falls, there is necessarily an im¬ 
mediate adjustment of prices either rupee prices or 
sterling prices. 

3416. But why do you take the adjustment which 
has gone in 1898 to Is. id. and say that that should 
be the permanent standard; because, according to your 
argument, they were equally adjusted in 1895 and in 
1891 and 1892, when there was a totally different 
rate?—A small adjustment in current prices will not 
disturb trade much. 

3417. But the Secretary of State’s bills is a very 
large adjustment, is it not?—I mean, a small adjust¬ 
ment, such as a small fluctuation in exchange will 
cause, I do not think will have any very lasting effect. 

3418. You think then at present there has been an 
adjustment of prices in India to the Is. id. rate both 
in the import and export trade ?—I think so. 

3419. Has it extended towages?—I think myself 
that wages are uot affected by a fluctuation, unless it 
is a very serious fluctuation. 

3420. Is not a fluctuation from Is. 2d. to 1*. id. 
something like 14 per cent ?—But I do not think that 
trade has been on the basis of 1.?. 2d. for some time 
past. 

3421. Do you not think that to make the operation 
perfectly complete wages must be adjusted, because 


I suppose the fact of a high or low rate would affect 
both the price of food and the price of clothing. Should 
it not also affect the price of labour ?—But look at the 
enormous fluctuations we have had. We have had a 
fall torn 2s. down to Is. Id. I do not think that a 
fluctuation of 14 per cent, would have very much 
effect on wages. 

3422. You think that the internal value of the rupee 
has remained very much the same, totally irrespective 
of the fluctuations in its external exchange value ? 
—The rupee with regard to prices in India has 
remained pretty much the same. A rate of Is. id. 
would in my opinion not at all disturb the value of the 
rupee for wages and so on. For 10 months past the 
rate of exchange must have averaged Is. 3 \d. or 
thereabouts, and it was only for a short period 
below Is. 3§<7. 

3423. Of course under the present law it could not 
go above Is. id. ?—It could not go above Is. id. 
plus cost of transmitting gold. 

3424. Do you think that the establishment oi your 
scheme would lead to any alteration in the sale of the 
Secretary of State’s bills ?—I propose that they should 
be sold as at present. 

3425. But if the balance of trade was against India, 
and if the Secretary of State found it impossible to 
sell the full amount of his Council bills, say, at the 
rate of Is. 3J d., what would then have to be done to 
enable the Indian Government to meet its sterling 
liabilities ?—The Secretary of State’s bills must always 
be saleable at or about Is. 3 \d. as long as rupee 
currency is convertible into sterling money at the rate 
of Is. 3|rf. 

3426. That is, there could not be two rates—one 
in London, and one in Calcutta ?—No. The com¬ 
petition between the exchange banks would prevent 
that, and, if necessary, outside competition. 

3427. Then, taking trade and finance generally, 
what do you think would be the effect if your scheme 
was adopted ?—Exchange would be fixed within con¬ 
venient limits. 

3128. Limits of what—do you mean limits of 
price ?—Exchange would be between Is. id. and 
Is. 3ft/. 

3429. You mean the range of variation ? — The 
range of variation would be between Is. id. and 
Is. ‘A\d. Interest rates, while higher in India than 
in England, could never vary to any great extent from 
London rates, because the two currencies would be 
linked together. 

3430. That is to say, the lender of sterling capital, 
the "rate at which he lent his capital in India being 
fixed, would not be subject to any fluctuation in his 
interest or principal. Is that it?—In my opinion 
interest and profits will be greater in India than in 
England, but there never could be any great fluctuation. 
For instance, our late position with a 12 per cent, rate 
in India, and 4 per cent, rate here, could never occur 
with the two currencies readily interchangeable and 
flowing backwards and forwards. Money would flow 
to India to take advantage of the high rates there. 
Prices would cease to he disturbed by the fluctuation 
of sterling exchange. 

3431. You spoke about the general rate of interest. 
Your observations apply to discount rates as well ?— 
The Bank’s discount rate for short dated paper never 
varies much from its interest rate on demand loans ; 
and, us a rule, the bazaar rates for first class hundis 
follow the bank rate in ordinary circumstances. First 
class shroffs stop borrowing, as a rule, when rates rise 
above 8 per cent, or so. 

3432. But that is affected by the deficiency or 
sufficiency of the currency ?—It is affected by the 
sufficiency or deficiency in the money market, but 
under my scheme, money flowing backwards and 
forwards freely, the bank rates and discount rates 
could never rise much higher than in London. 

3433. Then your scheme is the establishment 
of a gold standard without a gold currency?— 
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3434. And you think that would establish con¬ 
fidence in India, and induce the flow to India of 
loanable capital which is not now flowing in that 
direction ?—No London capitalist could question the 
return of his, capital without loss, provided tho 
Government of India guaranteed that the rupee 
currency should be convertible into sterling drafts in 
London, at any time, at the rate of If. 3jj d. There 
would not, I think, be any want of confidence on the 
part of Loudon capitalists in the guarantee of the 
Government of India. 

3435. ( Lord Balfour of Burleigh.) You said, and, 
I suppose, everybody will agree with you, that in the 
busy season in India there would be a demand for 
more currency than when business was inactive and 
slack ?—Yes. 

3436. Can you apply any test so as to measure the 
necessities of the country at the two different periods 
of the year ?—The best test is the rates—the bank 
rates of interest, and also the rate of exchange. 

3437. Of course that is so when the demand goes 
up and down, but there is a great deal of controversy 
as to whether currency is redundant or not. You 
hold that it is not, and the Government of India hold 
the contrary opinion. It is obvious from what you 
have said, that what is sufficient for the necessities 
of trade in India at one period of the year would not 
be sufficient at others. My question was not so much 
directed to asking whether there was a difference in 
the rate of demand for it, and what had to be paid for 
accommodation, but to seeing whether it was possible, 
m your opinion, to get any estimate of the different 
amount which could be properly employed at one 
period of the year and at another ?—I think the best 
indication of the variation in the amount of currency 
required would be shown in the Presidency Bank 
balances, which are always much lower during the 
busy season than during the slack season. 

3438. Which Presidency banks do you mean ?—■ 
The three Presidency banks—the Bank of Bengal, 
tho Bank of Bombay, and the Bank of Madras. 

3439. If you have not already given us the figures, 
will you tell us over a series of years what are the 
different amounts which have been standing at the 
banks at certain test periods of the year which you 
think would best show it r—I have here the combined 
balances of the three Presidency banks at the end of 
each month since the mints were closed. In July 
1893 the combined balances of the three Presidency 
banks amounted to 8 crores 63 lakhs. 

3440. (Mr. Hambro.) Including the Government? 
—Including the money deposited by Government. In 
February of 1894, which you may take as the busy 
season, these balances had fallen to 4 crores 36 lakhs. 
In November 1894 the combined balances were 10 
crores 45 lakhs. In February 1895, 4 crores 65 lakhs. 

3441. (Lord Balfour of Burleigh .) What is the 
extreme variation between the highest period in a 
year and the lowest period ?—Taking the closing 
balances each month, the variation has not exceeded 
6 crores any one year. 

3442. Would you, under your scheme, expect that 
that amount of bullion would ever bo moved between 
London and India in the course of a year ?—I do not 
think so. Of course it would be very profitable to 
Government if these large movements of currency did 
take place, because the Government would be buying 
the surplus rupees during the slack season at the rate 
of lx. 3Jri., and would be selling them again during 
the busy season at lx. 4 f- g d., that is to say, at a profit 
of 2 per cent. No doubt that would be profitable, 
but it is probable that the exchange banks would, as 
a rule, rind it better to hold over a large part of their 
capital. It would depend very much whether there 
was a great demand for money in London at the 
time, but, as a rule, I think, the demand for con¬ 
version would not exceed that sum. 

3443. But, if I understood your answer rightly, the 
tendency would be for the transfer of bullion from 
London to India and vice versa at different periods 
of the y%ar ? — Yes, the slack season in India 


corresponds very much to the busy time here. 
This is a point in favour of the scheme. The slack 
season in India is in the autumn, and at that time in 
India money is often plentiful, and I have no doubt 
the exchange banks would find it profitable to take 
advantage of the Government scheme and remit 
money in the autumn from India to London and get 
it back again in the busy season. 

3444. But you would look at that without appre¬ 
hension, so far as tho interests of the Government are 
concerned, if it was done at the times you suggest ? 
Not only it could not do the Government any harm, but 
it would be a means of advantage to them ?—Just so. 

3445. In the first words of paragraph 6 of your 
scheme, you say, “ If the gold standard reserve should 
“ decrease at any time to ‘ apprehension point,’ i.e., 
“ show a likelihood of becoming exhausted, it would 
“ indicate that the rupee currency was seriously 
“ redundant, or, in other words, that there were too 
“ many rupees in circulation, and it would be the 
“ obvious duty of Government to curtail the 
“ currency.” Do you mean by that that if there 
were rupees idle in India they would be employed, 
under your scheme, in buying drafts on London ?— 
They would be employed, if held by remitters, in 
buying drafts on London. 

3446. But you have just told me that you do not 
think that that would ever go to the extent of the 
balances which are held in the banks ?—The Gold 
Standard Office remittances, in my opinion, would be 
almost invariably made by the exchange banks, and 
the exchange banks would not like to lose the profit 
which the Government might gain by the transaction. 
It is simply a question of profit or loss. If money 
were in demand in London, and exchange banks 
could not buy mercantile bills on better terms, then 
advantage would no doubt be taken of the opportunity 
of remittance, but the limit would be the currency 
which the Presidency banks could spare. 

3447. Cun you give me in sterling value the 
number of crores which represent the variation 
between the extreme low and high ?—The variation 
shown in the figures that I gave was 6 crores, which 
would amount to 4 millions sterling. 

3448. Do you think that there would be any risk 
of this scheme of yours drawing hoards from private 
sources in India into the banks and so increasing the 
balance, and thereby tending to make an increase in 
remittances home ?—I think that of all schemes that 
have been proposed this scheme would have the least 
effect in tempting rupees out of hoards for exchange 
into gold. 

3449. I might grant that, but that is not quite a 
sufficient answer to the question I put. Therefore, I 
think, i must ask you to go further ?—I will put it in 
this way. Take first the proposal to have a gold 
currency. If you have a gold currency in India 
there can be no question I think that the hoarders 
will prefer a handy coin of full metallic value. 

3450. Some people say that they like a coin of less 
value in relation to its bulk because a large amount 
in value is not so easy to run away with. I do not 
know whether that affects your mind at all ?—I am 
afraid they are wiser than that. They prefer a small 
coin, such as a threepenny piece, to a penny. That, I 
thiuk, is a very convincing argument, that, were a gold 
currency in operation, the hoarders would prefer a 
handy coin of full metallic value to a coin bearing a 
heavy extrinsic value. 

3451. But, under your scheme, he would not get 
that amount ?—Under my scheme no facilities would 
be given. Of course, were a gold currency established, 
gold would be on the spot and each hoarder of 
15 rupees could get a gold coin. Under my scheme 
the conversion rate of exchange would be lx. 3 \d., 
that is to say, a hoarder would find that under the 
Government scheme he would have to pay 15J rupees 
for his gold sovereign. An Indian hoarder would 
not do that, because he would consider that sooner or 
later the exchange must rise to lx. 4 d., and that that 
would be the proper time to buy his gold. It would 
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closing of the mints. Do you agree with that?— 
Yes, because the closing of the mints is not accom¬ 
panied by convertibility. That is an all-important 
qualification. 

3708. Do you think in consequence of the with¬ 
drawal of capital by the exchange banks the Presidency 
banks have less competition now in conducting their 
business than they had before ?—During these times 
of pressure it has not been a question of competition. 
All the Presidency banks would be only too glad to 
have seen larger supplies of capital. 

3709. They desire to have competition, do they? — 
Under these circumstances, of course. 

3710. That is not the usual experience of traders, 
that they should wish for more competition ?—But 
the position of late has been so serious. 

3711. But if there had been more competition, 
would they have been able to demand such high rates 
of interest as they have been demanding ?—I do not 
myself consider that these high rates of interest are 
advantageous to banking interests, or to any bank. 

3712. You think they would be lower if there were 
more competition ?—With a larger supply of loanable 
capital. 

3713. I sliouid like to ascertain your opinion as to 
what the effect of a lower exchange would be on the 
flow of capital from this country to India. We have 
been told that capital has been sent home to England ? 
—The prospect of a drop in exchange, for example, 
a’drop of exchange to the silver point—to lit?, or 
less—would simply drive capital out of India. There 
is no question about it. 

3714. And the rise in exchange has also driven 
capital out of India?—The prospect of a rise in 
exchange would naturally attract capital to India. 

3715. But the actual fact has been that a rise in 
exchange has driven capital out of India, because I 
understand that capital has taken advantage of the 
improved exchange and been brought home to 
England ?—That is owing to the defect in the present 
currency system—the want of convertibility. 

3716. So that we are landed in this dilemma, that 
a fall and a rise seem both to have affected the money- 
market unfavourably, the latter by driving capital 
from India, and the former by keeping it out ?—That, 
was simply owing to want of confidence. Under a 
convertible system that would not have happened. 

3717. Whatever the motive was, the effect seems to 
have been the same ?—The prospect of a drop in 
exchange, whether there has been a rise or fall 
previously, very naturally prevents capital from going 
to India. 

3718. I understood you to say that your chief 
object in desiring a fixed exchange was to secure 
stability rather than to contend for a Is. id. rate of 
exchange ?—Certainly, in the interests of capital, 
stability is the important desideratum. 

3719. You admit, do you not, that the higher the 
rate, the harder the task which the Government has 
before it in the maintenance of that rate ?—Certainly. 

3720. And if the rate to be fixed were lower, 
everyone would agree that the Government would 
have a very much better chance of being strong 
enough to maintain that rate ?—In my own mind 
there is not the least doubt as to maintaining the 
exchange at Is. 4 d. without any difficulty whatever 
with convertibility, 

3721. But you are aware that some people have a 
doubt about the Government being able to maintain 
exchange at Is. 4 d. ?—Yes. 

3722. But even those people would have less doubt, 
and much more confidence, if the rate were fixed 
lower than Is. Ad. ?—Certainly. 

3723. Confidence would be forthcoming from those 
who at present express want of confidence ?—-Yes, 
but there would be no want of confidence if Govern¬ 
ment gave a guarantee. I cannot, see how there can 
be any want of confidence in that case. 

3724. You admit that confidence would be likely 
to be increased if a lower rate were fixed upon. That 
would be an important addition, because you admit 


that confidence is the great desideratum in these 
matters ?—The confidence in that case would only be 
confidence in the Government, and if once the 
Government gave the guarantee it would not matter 
whether the rate was 1*. 2d., l.v. '.id., or l.s. 4 d. 
Capitalists would have perfect confidence in the 
guarantee of the Government of India. 

3725. You admit that the question of ratio is, in 
the opinion of some, the crux of the position—that is, 
the rate to be fixed ?—I, myself, have always said that 
the rate should not be raised in any way that would 
disturb trade. I do not say it is the most important 
desideratum, but I think it is a very important 
consideration. 

3726. So far as I have been able to judge from the 
witnesses who have come before us, a high rate seems 
to have very few 'defenders. They most of them seem 
to say that it is of less importance to have the exchange 
fixed at Is. 4 d. than to have stability. That you 
confirm?—Yes. 

3727. The Government is a gainer by a high rate, 
of course ?—Yes. The Government gains by a high 
rate. 

3728. On the contrary, if the rate were rather 
lower, do you not think the effect would be to 
stimulate exports, and to induce greater prosperity to 
the agriculturists of India ?—Temporarily only ; and 
at the same time any such benefit would be gained a 
the expense of their neighbours. Money is merely a 
medium. It is just the same with measures, such as 
weights and scales; if you alter weights and scales, 
one party will gain, but what he gains the other party 
will lose. 

3729. You admit it would be a very serious matter 
to announce the convertibility of the rupee, and to 
tail to give effect later on to that convertibility. That 
would be a huge disaster, would it not ?—A huge 
disaster. 

3730. Therefore, you agree that no plan should be 
adopted unless with the practical certainty of success ? 
—It need not be a huge disaster if the failure is only 
temporary. For instance, during the Franco-Prussian 
war there was a period of one or two years when 
convertibility practically ceased, but all people felt 
confident that eventually the Government after the 
trouble was over would re-establish convertibility. In 
a case like that, I do not think there would be any 
serious disaster. 

3731. In reference to your gold reserve, would 
there be any bar to the native money-changer getting 
an order on London for 100,000 rupees worth of gold 
and importing that gold into India, and retailing it in 
small quantities ? You say that it would not pay him 
to do it ?—It would not pay him to do it, because he 
would be buying the gold at its highest price. 

3732. But if he chose to do it there is no bar to 
his doing it ?—That is so. All remitters of large 
sums would be allowed to avail themselves of the 
Government offer. 

3733. You admit that convertibility is less perfect 
if it can be carried out only at a great distance, and 
for large amounts. You do not, want to make it too 
easy, I suppose, to get gold. ?—But I think, as far as the 
effect on currency is concerned, it is all that is 
required. In the opinion of great authorities it is 
the most perfect system possible. 

3734. Hitherto we have been often given to under¬ 
stand that there are only two alternatives in dealing 
with the currency question ; one to have a gold 
standard, with an ample backing of gold, and another 
to have a silver standard with open mints; but 
your system seems to be a sort of half-way house ?— 
Yes, the backing of gold is ample, but it is small, 
because its use is confined to convertibility for foreign 
payments. 

3735. You wish to have a gold standard, with the 
most economical use of gold and the largest possible 
use of silver ?—Yes. 

3736. (Mr. Campbell .) You bring forward some 
examples iri support of your scheme. You allude 
to liieardo’s recommendation for economical and secure 
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currency, and to the action of the Scotch banks about profit to Scotland, simply because the currency of 
1763 ?—I do. India is larger. The larger the currency tile larger 

3737. Do you think the conditions in these two the profit, 
cases were analogous to those which we are now 3746. Would the cost of providing that gold fuud 
considering ?—Of course this is a much bigger affair, in London by the Scotch banks be greater than the 

but it is a question of proportion ; the resources are cost of carrying gold from Scotland to London ?— 

larger. It is only a question of thinking in lakhs There is no doubt it was a measure of great economy, 

instead of thinking in thousands. or the Scotch banks would not have entertained it. 

3736. But was not Ricardo considering how to 3747. The cost of providing ihe fund would only 
facilitate the convertibility of gold notes, the least mean the cost of transferring gold from Scotland 

onerous way of enabling the Bank of England to to London ?—Providing gold coins in Scotland ? Oh, 

fulfil its obligations to repay in gold the notes it had very much more than that, because, if the Scotch banks 

issued?—I think Ricardo’s scheme was a general one, had made their notes convertible into gold coins in 


not only applicable to the Bank of England, but 
generally applicable, because he specially lays that 
down. He says a currency of this description might 
be equally well issued by a Government as by a 
bank. You will remember that I read that passage 
yesterday. 

3739. The point I want to put to you is whether 
this was not merely a question of enabling gold notes 
to be cashed in gold P—It was a question of estab¬ 
lishing a currency on a safe and economical footing, 
an economical footing especially. I do not think it 
was intended as applicable merely to the Bank of 
England. I imagine that Ricardo framed his ideas 
from the Scotch system and from the report of 
1804. 

3740. But was it not the question of repaying 
notes in gold bullion instead of gold coin ?—That was 
the method. 

3741. It was paying a gold note in gold. Now, 
would you consider that the same thing as for a 
Government to undertake the convertibility of an 
unlimited amount of rupees into sterling, and of 
sterling into rupees?—Precisely. Ricardo proposed 
that gold bullion should be converted into notes at 
certain rates, and that‘those notes should be converted 
into gold at another rate, and that is precisely what 
I propose that the Indian Government should do. 

3742. But in their case it is not a case of paying 
gold notes in gold, but of converting silver currency 
into gold currency ?—I look upon rupees under the 
present system as simply inconvertible metallic notes, 
and they operate entirely according to the laws that 
govern an inconvertible paper currency. I think the 
laws that govern an inconvertible paper currency and 
the laws that govern au inconvertible coin currency 
are precisely the same. 

3743. When a bank or a Government issues a note 
in exchange for gold, and undertakes to repay gold on 
presentation against that note, there is an obligation 
which it must fulfil. The undertaking to exchange 
rupee currency into gold currency, or exchange gold 
currency into rupee currency, is a much larger respon¬ 
sibility, is it not ?—It is, simply because possibly the 
number of the metallic noies is greater thau the 
number of the paper notes. Apart from that it is a 
mere question of resources. If the resources are 
large enough I see no difference. 

3744. It is the difference between the undertaking 
to pay a gold note in gold and an undertaking to pay a 
gold note in silver ?—That, of course, is simple enough. 
That part of the scheme making the sterling currency 
convertible into rupee currency is simple and profitable. 
And the reverse operation is precisely the same, to my 
mind, as that of converting the paper notes into gold 
under the legislation of 1819. I see no difference 
whatever. 

3745. As regards the case of the Scotch banks, 1 
think you said, in reply to the Chairman, that you 
have no information of the extent of the fund provided, 
to what extent it was used, or the cost, if any, which 
it entailed on the hanks?—No, I have not gone into 
that, but for my part I do not see how that affects the 
question. I admit at once that the currency of 
Scotland was much smaller than the currency of India, 
and that the currency of India will require a larger 
conversion fund, but I maintain that the advantage to 
Government, the economy, and me profit to the 
Government,'will be immensely greater than was the 


Scotland, those gold coins would have taken the place 
of the notes, and many more gold coins would have 
been required thau were necessary; but by making the 
notes convertible only into drafts on London, the full 
amount of the currency required was retained in the 
form of paper, and the gold that would have otherwise 
been required was saved to the country. 

3748. The object of your scheme is to confine the 
exchange value of the rupee within limits of l.s. 3Jrf. 
and If. 4 t ' 6 -d. sterling ?—Yes. 

3749. And that you say has the effect of putting 
India on to a gold standard ?—Yes, her prices, her 
contracts, her currency, would be measured in gold. 

3750. It would ensure convertibility of the rupee 
into gold at Is. 3Jc/., and the convertibility of the 
sovereign into rupees at Is. -4?—Yes. 

3751. Take it the other way round. If it gives' 
India a gold standard, may it not be said in the same 
way that it gives England a rupee standard?—No, 
because in the case of Scotland, English prices, 
English contracts, English currency, were measured 
in gold, not in paper. In the case of India, India’s 
prices, India’s contracts, India’s currency, would no 
longer be measured in silver, but wculd be measured 
by the definite international measure, gold. 

3752. But beyond a comparative few in either 
country who have dealings with the other country, 
would the phrases “ gold standard ” and “ rupee 
standard” have any meaning whatever ?—Certainly. 

3753. Do you think that the average native of 
India would understand that his rupee'could be con¬ 
verted into Is. 3 \d. sterling; would it be a matter of 
any consequence or importance to him ?—Judging by 
the past five years it would be of no importance 
whatever, because he is perfectly content with his 
present token-rupee, and it would make no change 
to him ; so far as internal transactions are concerned 
there would be practically no change, except that 
prices would be measured by gold. 

3754. And would be affected accordingly?—And 
would be affected accordingly ; they would be put on 
the level of prices and contracts in all the great 
commercial countries. 

3755. (Sir F. Mou-att. j You say the native would 
not know that it would affect him, but you do not go 
so far os to say it would not affect him ?—He would 
not know it, just as at present he does not realise the 
chnnge caused by the closing of the mints. 

3756. (Mr. Campbell.) Then, regarding the five 
millions or 10 millions to be borrowed i~ London and 
deposited at the India Office or the Bona of England, 
would the deposit be made in actual coin ?—That is a 
detail. My proposal is that Government should raise 
a loan of 10 millions, and deposit that as a sort of 
current account in the Bank of England. 

3757. Of course that would have the advantage of 
not withdrawing that 10 millions from circulation ?— 
Certainly. I am very desirous of meeting the wishes 
of the London bankers in that respect. 

3758. I presume statements would be published 
from time to time, showing the position of the account ? 
—Certainly; full publicity is desirable in all these 
matters. 

3759. (Mr. Hambro.) You say it would not be 
withdrawn from circulation, but if gold was deposited 
with the Indian Government, it would go out of cir¬ 
culation ?—No, it would be in the form of a current 
account with the Bank of England. 
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3760. (Mr. Campbell.) You are aware that the 
Indian Council has about 17^ millions to draw in India 
annually to meet the home charges ?—Fes. 

3761. You propose that these sales should go on as 
now ?—Yes. May I read a remark upon that point 
upon page 99 of my pamphlet:—“ Mr. Abercrombie, 
“ in a speech in the Bombay Chamber of Commerce, 
“ remarked that ‘ If Council bills are sold at less than 
“ 4 Is. 3\d. the proceeds may have to be taken over 
“ ‘ by Government next day at l.s. 3-| d. by conversion 
“ ‘ of the rupees.’ I say with regard to that, 4 Any 
“ 4 small loss of this kind might be avoided if, as 
“ 1 suggested by the Madras Chamber of Commerce, 
“ 4 the Secretary of State refused to sell below that 
“ ‘ rate, and took sterling instead from the gold 
“ 4 standard reserve, paying the equivalent in rupees 
“ 4 to the Gold Standard Office in India; and it will be 
“ 4 for Government to consider whether it is 1 letter to 
44 4 escape the small loss, or to face it for the sake of 
“ ‘ leaving exchange operations entirely in the hands 
“ ‘ of the market.’ ” I had, to some extent, the 
interests of the exchange banks in my mind when I 
thought of that. No doubt the margin of fluctuation 
will be limited under this scheme, and they will lose 
in this respect, although they will gain in others; and 
as the profit, if it ever can be gained out of Government, 
would be a very small one, I see no objection to 
giving it them. 

3762. There would be no objection, in your opinion, 
to the Indian Council taking remittances from the 
Gold Standard Office ?—No, but I think it is desirable, 
as far as possible, for Government to keep themselves 
entirely outside exchange operations — to leave 
exchange operations entirely to the working of the 
market. 

3763. If trade influences favoured a rise in 
exchange, the rise would be checked at Is. 4 ± g d. ?— 
Yes. 

3764. And if they favoured a fall, the fall would 
be arrested ut l.c. 3f</. ?—Yes. 

3765. So long as silver could be bought and 
shipped, would there be any difficulty in preventing 
exchange from advancing beyond la. 4 i g d. ?—■ 
Exchange could not advance beyond Is. 4as long 
as you have convertibility at that rate. 

3766. But the Government would have to ensure 
convertibility by buying and coining silver ?— 
Certainly. Suppose the rupees in the Indian Gold 
Standard Office became exhausted, then, of course, 
fresh silver would be coined. That, I think, is one 
of the special advantages of the scheme—that it affects 
the silver market very little. 

3767. However great the demand for remittances 
to India at Is. i^d,, it would only be a question of 
shipping and coining so much more silver to meet the 
London office drafts ?—That is all. 

3768. Now, as regards the other question, the 
preventing of exchange from falling below Is. 3|<f., 
would you limit the Government’s power in the first 
instance to the 5 or 10 millions borrowed r—There is 
no limitation, that is the permanent provision. 

3769. In the event of this fund becoming exhausted, 
you propose that the Indian Gold Standard Office 
should melt down and send to England for sale the 
rupees held by it r—In part. 1 do not think I 
described the operation. It is described at pages 58 
and 59 of my pamphlet. I say, there: “ To make 
“ mattters clear, let us imagine that rupees were bits 
“ of gold weighing each 7'53344 grains troy of fine 
“ gold. If the currency became redundant these 
“ gold rupees would accumulate in the banks, and 
44 the banks, having more cash than they could 
“ employ, would he. eager buyers of sterling bills; 
4 ‘ sterling exchange would drop gradually to specie 
“ export point, say, Is. 3;(rl. Lower than this it 
“ would not go, because it would be more profitable 
“ for the banks to ship their gold rupees to London 
“ for coinage into sovereigns, than to buy bills below 
“ Is. 3§t/. This export of currency would relieve 
“ the redundancy, and m the natural course of events 
“ before two or three crores of gold rupees had been 
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“ shipped, a rising exchange would show that the 
“ redundancy had ended, and before long a demand 
“ f° r fresh currency would arise, and the gold would 
“ come back. Under the ‘Lindsay Scheme’ the 
“ redundancy would manifest itself in the sains way 
“ and the remedy would be the same, the only 
“ difference being that I he silver rupees would be 
“ locked away in the Indian Gold Standard Offices 
“ instead of being exported. If, however, a lock up 

of two or three crores was insufficient to cure the 
“ redundancy, and the locking up went on until nine 
“ crores were withdrawn from circulation, the position 
“ would be ns follows With a 10,000,000/. reserve 
“ fund there would be nine crores of rupees in the 
“ Indian Gold Standard offices, and only 4,000,000/ 

“ sterling in the London Gold Standard Offices.’ This 
“ might be taken as apprehension point, so half of the 
“ nine crores of rupees would be melted, and the 
“ bullion sold in London for sterling money, which 
“ would be deposited in the London Gold Standard 
“ Office. If sold at 26rf. per ounce, the bullion would 
“ fetch about 1,500,000/., and the London reserve 
44 would become 5,500,000/. By repeating this 
“ melting operation, the rupee currency might be 
“ contracted to the extent of about 20 crores with a 
“ 10,000,000/. reserve fund, but there can be no 
“ contraction until exchange drops to Is. 3|t/., and 
“ the gold standard reserve will not drop to appre- 
“ hension point, unless there is a large and prolonged 
“ demand for conversion at that rale. The sign of 
“ redundancy with gold rupees or with silver rupees 
“ under the ‘ Lindsay scheme,’ will be the drop in 
“ exchange to Is. 3 \d.” 

3770. Then you say that if that did not suffice 
to keep up exchange to Is. 3Jc/. you would resort to 
further borrowing in London, which you say should 
be on a temporary footing ?—Yes I may mention that 
in my own mind such necessity will never arise, 
because with the sterling fund of 10 millions you can 
contract the rupee currency to the extent of 20 crores, 
and I think that is more than ample. Looking to the 
reserves of the Presidency banks it is more than 
double as much as ever will be required. 

3771. Sir David Barbour put some questions to 
you as to the possibilities which might lead to such a 
demand for conversion of rupees into sterling as 
might involve the failure of the seheme. I will not 
therefore allude to this further, except to ask you 
whether, apart from the possibilities spoken of by 
Sir David Barbour, a still greater danger would not be 
a gradual sapping away of the fund which in the 
course of time might lead to the same result ?—I 
cannot see any possibility of that, seeing that India is 
an undeveloped country, and that the more she is 
developed the more currency she requires ; and the 
more currency she requires the more profit she will 
make and the more gold will be deposited in the 
London Gold Standard Office. That is a possibility 
that I do not think we need take into consideration. 

3772. Now with your scheme in operation, would it 
be correct to say that while the Government of India 
budgeted for millions of Council bills, or, in 
other words, announces its desire to sell during the 
year about 26 crores of rupees at the best rate 
obtainable, it would bo announcing through another 
department that it is prepared to buy rupees to an 
unlimited extent at 15|<f. per rupee?—I will deal with 
that question. I maintain that this system, which 
confines the use of gold to foreign payment purposes, 
is the best possible means of enabling a country to 
meet its foreign sterling debts. If under any other 
system gold is required for use in internal circulation 
or to be put in hoards, and for these purposes gold is 
drained away, there is a much greater possibility of 
danger arising, because whenever the gold in cir¬ 
culation gets small there is generally a rush to 
appropriate it in expectation of a fall in exchange and 
rise in the price of gold. Take the case of America, 
whenever the gold coins decrease in amount there is 
generally a rush for them by all parties V> appropriate 
them and take them out of circulation. But iu 
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this case the gold is reserved specially for the 
purpose of meeting foreign payments, and is concen¬ 
trated in one fund. 

3773. Still, would not the position be this: that 
the Government announces itself as desirous of selling 
26 crores of rupees during the year at whatever rate 
it can get, and on the other hand announces itself as 
a buyer of any quantity of rupees at 15J d. That is 
the position the Government would be in ?—Yes, but 
there would be no demand for the sterling drafts at 

unless the balance of indebtedness was unfa¬ 
vourable, and the scheme provides a remedy for that 
evil, viz., the curtailment of the circulation. Wh(;n 
Government buys rupees, those rupees would be locked 
away, and that is the orthodox cure for an unfavour¬ 
able balance of trade. Under this system you have 
the practical expedient that has been tried for ages, 
and found to answer, that of curtailing the currency 
when the balance of trade is unfavourable. You 
simply go on the system that countries have followed 
for years and years with success. I cannot see any 
better plan. 

3774. You have expressed your views very strongly 
at page 15 of your preface, on what you call the 
disastrous policy of borrowing in sterling in order to 
curtail the sale of Council bills ?—Yes. 

3775. You refer there more particularly to what 
you describe as the attempt made to manipulate ex¬ 
change by stopping Council bills during the second 
half of 1893 ?—Yes. 

3776. Now, suppose the Council sells its 17£ 
millions of bills on India in the course of the year, and 
on the other hand that the Indian Standard Office has 
drawn on the gold fund to the extent of, say, 3 millions, 
would the net result of that not be that the Govern ■ 
ment has drawn 14i millions out of the 17^ millions 
required, and that the balance has been provided by 
sterling borrowed ?—Yes. 

3777. It would be so ?—That would be so. 

3778. Then the two cases would have some points 
of difference between them? — Y'es, all important 
points of difference between them. 

3779. Under your scheme the rupees received for 
the 3 million sterling drafts sold would be withdrawn 
from the market and locked up in the Indian Standard 
Office ?—That is so.j 

3780. In 1893 the money was not withdrawn from 
the market, but accumulated in the Government 
Treasury ?—Yes. 

3781. It may be in your recollection that the 
Treasury balances increased very largely at that time ? 
—Yes. 

3782. And, contrary to the usual practice, the 
Government of India raised no rupee loans during the 
next two years, but on the contrary paid ofi some 
umount of rupee debt ?—Yes, 

3783. I suppose you connect the fact that the 
Government were short in their Council drawings in 
1893 with the large increase in the Treasury 
balances ?—Yes. 

3784. Do you also connect this increase in the 
Treasury balances with the cessation of rupee 
borrowing during the next two years ?—Yes. 

3785. Would that indicate that the money ac¬ 
cumulated in India through the stoppage of drawings 
had been put to some use ?—Yes. 

3786. Would it mean that there was some 
curtailment of rupee borrowing as a set-off against 
the sterling borrowing ?—Yes. 

3787. While under your scheme the 3 millions 
would be withdrawn from the market altogether and 
locked up ?—Yes, that is not the only difference, of 
course. May I refer to page 31 of the pamphlet:— 
“ Arbitrary measures for contracting the currency, 

such as the stoppage of Council bill sales in 1893 
“ and the destruction of rupees contemplated in 
“ paragraph 10 of Sir David Barbour’s minute of 
“ 21st June 1892, involve, less responsibility and 
“ may to some appear easier and cheaper; but they 
“ are the njost expensive in the long run, because they 
“ are defective. They withdraw the wrong rupees, or 


“ at all events they do not touch the rupees that are 
“ actually depressing exchange at the time, they' 
“ place no fixed limit to a fall in exchange, and thcre- 
“ fore beget distrust, which in turn repels and expels 
“ capital from Indio . Trade is hampered and curtailed 
“ by high interest charges, and at. times by an utter 
“ dearth of loanable capital; and exchange and the 
“ balance of indebtedness are adversely affected, because 
“ the production of commodities and the import of 
“ capital arc both curtailed. If such measures succeed 
“ in the long run in creating a demand for rupees in 
“ exchange for sterling at l.s. 4 d., it will be after 
“ serious injury is done to trade, whereas the automatic 
“ machinery now proposed attracts capital to India 
“ by offering it a return passage at a trifling charge, 
“ if wanted, and a reference to the works of Mill, 
“ Gosehen, MacLeod, or any economist of note will 
“ show that provision for the conversion of the local 
“ currency into sterling money is the orthodox cure 
“ for an unfavourable balance of trade.” That is, in 
my opinion, the important difference between the two 
policies. 

3788. Then you provide this—1 will read your own 
words—that if the gold standard reserve of 10,000,000/. 
acquired by borrowing “ should be decreased at any 
“ time to ‘ apprehension point,’ that is to say, show a 
“ likelihood of becoming exhausted, it would indicate 
“ that the rupee currency was seriously redundant, 
“ or, in other words, that there were too many rupees 
“ in circulation, and it would be the obvious duty of 
“ Government to curtail the currency. They should 
“ take the step contemplated by the Dutch Govern- 
“ ment in 1884, and melt a portion of the rupees held 
“ in the Indian Gold Standard Offices, despatching 
“ the bullion to London for sale there for sterling 
“ money, which should go to strengthen the London 
“ Gold Standard Reserve.” Tins exhaustion of the 
London fund of 10 millions, if it took place, would 
imply, would it not, an accumulation of about 15 
crores of rupees withdrawn from cireulatiou, and 
lying in the London Gold Standard Office?— 
Certainly. 

3789. Notwithstanding this, if exchange still 
showed a tendency to tall below J 5\d., would you 
consider it evidence that the currency was still 
redundant?—Yes. 

3790. And would you proceed again to remove the 
redundancy ?—Certainly. 

3791. Whatever might bi; the condition of the 
money market ?—Certainly. 

375)2. Of course, the melting down and sending to 
London for sale the rupees held in the Standard 
Office would not affect the redundancy, because those 
rupees would already have been withdrawn from 
circulation ?—Yes. 

3793. They would provide fresh funds in London 
against which to draw, so as to enable more of the 
redundant rupees to be taken off the market?— 
Certainly. 

3794. Taking the selling value of the silver rupee 
in London as 10c/., which is about the present price, 
would the effect of this be that 15 crores of rupees 
bought at 15 j d. were melted down and sold at 1(M, 
in order to enable fresh buying of rupees to be 
proceeded with at l o%d. ?—Yes. 

3795. Then in other words, would it mean that a 
large portion of the currency had been melted down 
and sold at KM per rupee, in order to maintain the 
exchange value of the rest at 1 5§d. ?—Yes ; but may 
I point out that there would be no loss in the long 
run ? 

3796. Why ?—Because sooner or later the currency 
would require to be replaced, and silver would be 
bought at whatever the exchange might be, certainly 
not over 1 Id. 

3797. That is an assumption ?—I can hardly think 
it is an assumption to say that a country like India 
will from time to time require fresh additions to her 
currency. 

3798. Besides the loss involved in this, has it 
occurred to you that the longer you go on melting 
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rupees in this way, the more you lose your power of 
affecting the exchange market; that is, you lose your 
power of withdrawing redundant rupees ?—I do not 
follow that. 

3799. I will put it in this way. You would have 
acquired a fund of about 15 crores in the Indian 
Staudard Office by drawing against the 10 millions 
sterling ?—Yes. 

3800. If you melted that 15 crores and sold it in 
London at the equivalent of 10c/. you would realise 
G,250,000/. ?—Yes. 

3801. Then, drawing against that 6,250,000/. at 
15Jc/. would give you about 9 crores and 60 lakhs. 
That melted and sold would realise 4 millions 
sterling ?—Yes. 

3802. So that the second time you turn it over the 
10 millions available for the purposes of the scheme 
would have fallen I o 4 millions ?—Yes. 

3803. At that rate, would it not soon practically 
be exhausted ?—Yes. 

3804. And then you would have to borrow more 
sterling ?—Yes ; but, of course, the more you reduce 
the rupee currency the less the necessity for further 
reduction. 

3805. What is your definition of redundant 
currency ?—Under a convertible system it is very 
clear that the exchange is an accurate indicator of 
redundancy or the opposite. 

3806. Would you consider that high interest rates, 
and a stringent money market, were no evidence that 
the currency was the reverse of redundant ?—High 
interest rates, and a stringent money market, as a rule, 
indicate scarcity of money. 

3807. You say the question of redundancy of 
currency or otherwise is more a question of the 
exchange value of the rupee ?—Under a convertible 
currency system the rate of exchange is a clear 
indicator of redundancy of the currency, or the 
opposite. 

3808. In your view then, a currency which would 
only bo sufficient when exchange was Is. 2d. would 
become redundant if exchange went to Is. 4 cl. ?—Yes, 
on both occasions the currency being on a convertible 
footing. 

3809. And if it were desired to maintain exchange 
at Is. 4 d. the redundancy would have to be removed ? 
—The redundancy would have to be removed. That 
is an important qualification that I make when I 
say on both occasions the currency being on a conver¬ 
tible footing. 

3810. I am speaking of your scheme ?—More 
capital will be attracted, and therefore more currency 
required under a convertible scheme. 

3811. Do you believe that by contracting the 
currency sufficiently, you could establish any rate of 
exchange you please ?—Of course, I should not like to 
reply to that, because I am utterly adverse to anything 
that would disturb trade. 

3812. You said, in reply to Sir David Barbour, that 
you would not approve of a ratio being adopted which 
would injure trade ?—Quite so. 

3813. How would you find out the ratio to which 
trade would best adapt itself ?—If trade adapts itself 
fairly well, as it has done during the past few months 
to the level of Is. 3f rf., then, trade could not possibly 
be disturbed with fixity at that rate. 

3814. Would you think ten months’ experience 
long enough ?—The only price you have to consider 
at all is the price of the articles interchanged between 
India and gold-using countries. That is the only 
thing that you need think of. The moment that 
there is a fluctuation in exchange, that very moment 
there is a fluctuation of rupee or sterling prices. 
If you have a level of exchange lasting for ten months, 
and. if you establish the prices for ten months, I do 
not see how you interfere with trade by fixing that 
rate permanently. 

3815. Have the last ten months been normal as 
regards trade and otherwise ?—You have had a very ac¬ 
tive export trade of late, which is all yon need look to. 

3810. But although the exchange last year averaged 


close on Is. 4 d., are you aware that the Council only 
sold about 9 millions instead of 17$ millions ?—On the 
other hand these Council bills were curtailed chiefly 
owing to the famine, and that, again, curtailed the 
exports, and the one thing is a set-off against the 
other very much. 

3817. Do you not think the experience you need 
should be of longer duration and under more normal 
conditions than we have had in the last two years ?— 
You must look at the question from two points 
of view—the Government and the trade point of view. 
From the Government point of view, it is beyond 
question, that Is. 4 d. is the desirable rate to establish. 

3818. Then take the trade point of view ?—As to 
that, I say again that the adjustment between the rate 
of exchange and prices of commodities, interchange¬ 
able between the two countries, is immediate, and if 
you have a level of exchange at Is. 3| d., lasting for 
a period of ten months, coupled latterly with a good 
export trade, you cannot interfere injuriously with 
trade by making that rate permanent. 

3819. If those ten months were a normal period, 
there would have been something in it, but we have 
had_ famine, war, anil curtailment of Council bills 
during that ten months ?—As far as I understand, the 
question is the disturbance of prices. I do not think 
you will disturb prices by fixing permanently a rale 
that has lasted for about ten months. That is my 
opinion. Ol course there have been abnormal con¬ 
ditions, no doubt. 

3820. Would a high rate of exchange tend to put 
down prices in India ?—Either it would tend to put 
down rupee prices in India or to raise gold prices. 

3821. Assuming that gold prices are unchanged, 
would it tend to put down rupee prices ?—Certainly. 

3822. For an export country like India, whose 
exports largely exceed her imports, would not low 
prices be a misfortune ?—-Stability of prices is what is 
desirable. I do not see how low prices are a misfor¬ 
tune to a country. It is stability in these matters that 
is desirable. 

382.3. If a country exports 30 crores of surplus 
exports, it would be an advantage for that country to 
get high prices for its products ?—I think myself that 
a fall in the rupee exchange tends to lower the gold 
price of commodities, and that it is very desirable in 
the interests of India, with a large foreign debt, 
which it pays by its products, that the gold price 
of those products should be maintained. From that 
point of view, I think a fall in exchange very 
undesirable. 

3824. Have the trade balances, in your opinion, any 
influence over the rate of exchange ?—The balance 
of indebtedness, of course, has an all-important influ¬ 
ence on exchange. The balance of indebtedness rules 
exchange. 

3825. That is, if the balance of trade in India’s 
favour is large it would tend to improve exchange ?— 
Yes. 

3826. And ii small, it would tend to depress ex¬ 
change?—Yes, other things being equal. 

3827. Might not a falling tendency in exchange 
be duo to a diminished trade balance in India’s favour ? 
—Certainly. 

3828. And in that case would it be a desirable 
remedy to keep exchange up, by removing so-called 
redundant currency ?—It is desirable to fix exchange, 
and if there was a fall in exchange the natural remedy 
would be, of course, to remove the redundancy of the 
currency by convertibility. 

3829. Would an artificial contraction of the 
currency tend to promote a more favourable trade 
balance? Would what you call removing the redun 
dancy of the currency tend to promote a more 
favourable trade balance ?—That is the natural cure 
for an unfavourable balance of trade—the curtailment 
of the surplus currency. I can quote authorities for 
that. 

3830. Melting and exporting currency, by adding 
to the exports, would tend to have that effect ?—If an 
exchange bank did it, it would affect exchange ; and 
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if Government melted rupees and exported them it 
would curtail to a certain extent the Government 
Council bills. Anything of that kind, of course, 
affects the exchange. 

3831. On that point you allude to Mill’s theory, 
that the export of currency from one country to 
another tonus to raise interest in the exporting 
country and lower it in the importing country, and 
thus to turn the current hack in the other direction ? 
—Yes. 

3832. Was not Mill referring to countries with the 
same standard ?—He was, but the argument equally 
holds good in the case of my scheme with this excep¬ 
tion ; in the one case the gold coins exported make 
the payment, in the other case, for the sake of 
economy and convenience, under Ricardo’s system 
the payment is made from a conversion fund, not with 
the currency; but the principle is the same, and the 
effect on the exchange market is the same. 

3833. Is the principle the same? If you export 
silver from India to England and sell it there, will 
that ease the English market?—I see the point that 
you make. Let me put it in this way. That defect 
can be remedied if it is thought to be a defect, by, 
instead of keeping 10 millions of gold in an account 
current with the Bank of England, keeping it in the 
India Office or in a special reserve. That, will have 
under this scheme precisely the effect, that it would 
have under a gold currency—precisely the same effect 
on the London market, and on the Indian markets; 
but these remittances would have such a trifling effect 
on the London market that I think it is desirable to 
meet the wishes of the London bankers by not with¬ 
drawing the gold reserve fund from the London 
money market. The effect in India of a curtailment 
of the currency is very important, but the effect on 
the London money market of a temporary curtailment 
of the currency of this extent is so trifling that I 
do not think it would affect prices much. 

3834. The shipment of silver to be sold in England 
would not affect the English market any more than 
shipments of cotton ?—Silver in London would be a 
mere commodity like cotton, but on the other hand, 
as I said before, if you desired that the London prices 
and so on, should be affected by these operations, as 
the)- would be affected under a gold coinage system, 
the remedy is simple. Instead of keeping your 10 
millions in a current account, arrange to keep it in 
the India Office or in a special reserve, and that would 
have precisely the same effect. 

3835. Would it not be rather a wasteful method ?— 
I agree. 

3836. You might keep it for years there, and it 
would not be wanted ?—Certainly, I quite agree. 

3837. In the case of India, with her large foreign 
trade, would you consider it preferable that she 
should pay her foreign obligations by means of 
produce rather than by exporting currency ?—Of 
course, the curtailment of currency under my scheme 
is arranged in order to make India pay her debts 
by produce. It is a cure for an unfavourable balance 
of indebtedness. The desirable thing for every 
country is, to pay its obligations in produce. 

3838. And for India it would be still more desirable, 
in view of the fact that her currency can only be sold 
abroad at a very heavy loss ?—Under my scheme, her 
currency will not be sold abroad at a heavy loss. 
Some rupees on certain occasions may be melted and 
sold, but that loss will be recouped whenever India 
requires additions to her currency. 

3839. That is an assumption again ?—T think you 
can hardly cull it an assumption, to say that a country 
like India will from time to time require fresh 
additions to her currency. 

3840. Would withdrawals of currency tend to 
tighten the money market ?—The withdrawal of 
currency will tighten the money markets, but under a 
convertible system, where the rupee curreucy is linked 
to sterling money, there can be no injurious tightness, 
because the least tightness in India would lead to a 
flow of capital from Lombard Street to the Presidency 


towns. If the London capitalists are assured of getting 
back their capital without loss, is it not natural to 
expect that when high rates are offering in Calcutta, 
they will send their capital there to employ it ? 

3841. But there is a large margin?—That brings 
up the question of the margin between the two 
rates. Colonel Christie, who has studied the subject 
most carefully, is an advocate of having no margin 
at all. I do not wish to interfere with the operations 
of the exchange banks, and I think the natural 
margin is the one I have selected. I have selected 
the one which would rule under a gold currency 
system. If the Committee think that that margin 
is too great to prevent the flow of capital, it can be 
reduced. 

3812. Much of the industry of India is carried on 
with borrowed money ?—Oh yes. 

3843. And might not high rates of interest check 
production by rendering it unprofitable ?—Certainly. 

3844. And in that case, might it not interfere with 
India’s ability to discharge her foreign obligation in 
produce ?—Certainly. 

3845. And so tend to throw her back on exports of 
currency for that purpose ?—It might in time. 

3846. She would have to pay somehow ?—Certainly. 

3847. You say India could not spare enough cur¬ 
rency to interfere with the success of your scheme ?— 
Yes. 

3848. But if trade were to be harassed by with¬ 
drawals of currency and a continuance of stringent 
money, might not the volume of trade decrease ?— 
But the very special difference between this proposed 
currency system and the present is this; my system 
links the two currencies together. I hold that there 
can be no very severe stringency in the Indian money 
market as long as the two are linked together, because 
capital will flow from one country to the other, and 
there could not be any severe stringency under such 
a system as I propose. 

3849. But India, if it wants currency, has got to 
pay for it ?—I think the capitalists of Lombard Street 
will only be too happy to lend India currency when she 
requires it, under a system of this description. 

3850. At page 6 of your pamphlet yon say the 
question is, how much contraction of the currency 
could the Indian money markets bear without force 
being put in motion which would rectify the balance 
of indebtedness, and call for the return of the remit¬ 
tances ; and, further, you allude to the point beyond 
which the Presidency banks could spare no further 
funds without raising their rates of interest to a 
height that would depress prices and create a demand 
for the return of currency exported. Does that mean 
that monetary stringency is to be relied upon to 
compel currency to return to India ?—To a certain 
degree. In all gold standard countries it is the one 
thing that attracts fresh currency. If there is a want 
of currency, it is shown by the rise in the rate of 
interest, and it is the same with the London market. 
The Bank of England rate is raised. Why ? For the 
purpose of attracting capital from abroad. 

3851. Then you think that English capital would 
be attracted to India at the rate of Is. 4 ^d. ?—A high 
or low level of exchange is the same thing to the 
capitalist; the rate of exchange will not affect him in 
the least, if he knows that he can get back his money 
guaranteed by the Government of India without loss. 

3852. At a loss of 2 per cent, ?—It is for the Com¬ 
mit tee to consider whether 2 per cent, is too much. 

3853. Would a temporary high rate of interest be 
suflicient to attract capital, taking into account the 
loss of time involved in sending it out and getting it 
back, in addition to the 2 per cent, loss on exchange? 
—It is open to the Committee to prolong the Gold 
Note Act, by which money can be remitted by 
telegraph. 

3854. At a higher charge ?—The great desideratum 
in India is a plentiful supply of capital, and it is for 
the Committee to arrange how that can be supplied. 
If these telegraphic facilities can be given on cheapet 
terms, wby not ? 



MINUTES OF EVIDENCE. 


137 


3855. Then, with regard to permanent investments, 
would confidence be established until it became 
evident that the scheme was a success ?—I am quite 
confident that capitalists in London, Paris, and 
Berlin will have complete confidence in an absolute 
and permanent guarantee on the part of the Govern¬ 
ment of India to convert rupees into sterling drafts in 
London. Nothing more is wanted. 

3856. Then money sent out for investment means 
larger homeward remittances to pay for interest, profit, 
and so on ?—Certainly, the more a country is developed 
the more she is able to pay. 

3857. I think you said, in reply to Mr. Holland, 
that in the long run it is on her trade balance that 
India must rely for her supply of currency ?—Yes. 

3858. She must have fresh currency and pay for it 
by means of her produce ?—Certainly. 

3859. But before India lias the means of acquiring 
currency in this way she must, must she not, have a 
balance of trade sufficient to provide for the 17 ^ 
millions of Council bills, in addition to the large 
private remittances to this country which have to he 
made every year ?—Certainly. 

3860. We have seen that in some years the balance 
of trade has nol sufficed for that?—There has been 
no proper remedy for an unfavourable balance of trade. 
Since bimetallism was abolished, India has had no 
proper remedy for an unfavourable balance of trade. 

3861. But might not an unfavourable balance of 
trade happen even under your scheme ?—Yes, and an 
immediate remedy would be applied. 

3862. What is the remedy ?—Curtailment of 
circulation. 

3863. If India had not a trade balance sufficient to 


3874. But had the Scotch banks to meet a large Mr. A. M. 
gold liability on their own account ?—I think, myself, Lindsay. 

as I have explained, this system is the best possible - 

for meeting a foreign gold liability. 21 June 189 E 

3875. But had those banks, on their own account’, to 
meet their own debts to pay large sums in gold in 
London at that time ?—I have no information on that 
point. 

3876. Do you think that the fact that the Secretary 
of State has to pay very large sums on his own account 
alters the case ?—I think my scheme facilitates that, 
and facilitates it more than a gold currency scheme 
would- 

3877. I do not quite understand whether, under 
your scheme, you intend the Secretary of State to go 
on selling his bills concurrently with the sale of rupee 
bills by the Gold Reserve Office?—I explained just 
now, in reply to Mr. Campbell, that, personally, I 
thought it desirable that the Council bill sales should 
be continued as they are at present; but, of course, 
that is a matter of detail ior the Committee to consider. 

3878. At present the general rule is to sell the bills 
for what they will fetch ?—Yes. 

3879. Do not 3 ou think the Secretary of State 
might be forced, under your scheme, to sell his bills 
below the minimum rate ?—The rate could not fall 
mueh below the minimum, because the competition of 
the exchange banks, and (if necessary) the competition 
of outside operators, would preserve the bills from a 
fall of any importance below Is. 3 \d. 

3880. You think it might fall below the minimum 
rate, but not very much ?—There could be no fall of 
any importance, because the proceeds could be returned 
at any time with profit through the Gold Standard 


enable her to get fresh currency in this way, would Office. 

she have to do without it?—I said just now that the 3881. I did not quite understand what you thought 
immediate remedy would be applied, the remedy that would happen if the exports in any year were not 
all gold-using countries have would l>e applied at sufficient to meet tire Council bills. If the net exports 
once. There would be no more fear of India suffering of India in any year were not sufficient to meet the 
from an unfavourable balance of trade under this sterling liabilities, whnt would happen to the Secretary 
scheme than there would be of any country so suffering of State’s bills?—There would be in a case of that 
that possessed a gold currency. kind a redundancy of currency. All would go on 

3864. The question has been before the Committee exactly its it would go on in a country with a gold 

whether the great discrepancy between the intrin- currency. 

sic value and the face value of the coined rupee 3882. But suppose the Secretary of State puts up 
has led to any increase of illicit coining ?—There his bills for sale, and there is nothing to meet them in 
has been no illicit coining of Government rupees India; if owing to famine or other causes there.is 
as far as my experience goes. nothing to export, and no ono wants his bills ? 

3865. Has there been any illicit coinage of other Under this scheme he could not fail to sell them, 
rupees ?—There has been illicit coining of Native because the exchange banks would buy them, 
State rupees. Just before I left there was an illicit knowing that when they got the proceeds in India 
coinage of Farrukhabad rupees to the extent of they could buy drafts on the London sterling 
60,000. The defence in that case was that those coins fund. 

were coined merely for use as ornaments. 3883. The Secretary of State would really be, in 

3866. Not for circulation?—Not for circulation, effect, buying his own bills?—Precisely the same 

That was the defence. thing would occur under a gold currency, and under 

3867. But arc; ornaments made in the form of any system that you like to institute. 

coins?—Oh, yes; silver coins are largely used for 3884. Therefore, the whole thing depends on the 
ornaments in India. net exports being sufficient?—The net exports must 

3868. Were those coins equally good with the real be sufficient, and the scheme provides for that, 

coin ?—Might I say this: I have some information 3885. Every scheme is the same in that respect? 

about those Farrukhabad rupees, which I shall be Every scheme is the same in that respect. That is to 

able to give on a future occasion. I had a letter from say, every convertible scheme is the same. 

one of our agents by the last mail which I have not 3886. You object to the Government scheme, on 
had the time to go into. the ground that it works by a contraction. of the 

3869. (Sir J. Muir!) I hear now, for the first time, currency. I understand that one of your objections 

about rupees being used largely as ornaments. On to the Government scheme is that it is an attempt to 

what part of the person are they used ?—They are force up the sterling value ot the rupee by a contrac- 

used for necklaces. tion of the currency ?■—My objection to the scheme is 

3870. By females ?—Yes; girdles, aud so on. the absence of convertibility. In all perfect currency 

3871. In the tea estates in our tea-garden districts systems there is automatic provision made for con 

I do not remember having seen that at all ?—I think traction and expansion. 

they are largely used in the Darjeeling tea-garden 3887. Under both schemes rupees may be melted, 

districts. may they not?—Under both schemes, but there is 

3872. ( Sir C. Crosthwaite.) Y'ou rely, I think, a this difference, that I do not rely upon melting rupees 

great deal on the Scotch example ?—The Scotch for contraction of the currency; I melt rupees in 
precedent; yes. order to replenish the gold reserve. 

3873. Do you think that the cases are analogous 3888. And under the Government scheme rupees 

completely ?—I think, as far as principle is concerned, are melted to effect a contraction of the currency ?— 
and as far as all important considerations are concerned, Yes. And another important point of difference is, 
they are analogous. that under my scheme only those rupees that actually 
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at the time depress the exchange will be withdrawn. 
Under the Government scheme the rupees that come 
out of the Treasuries, and that would not affect 
exchange one way or the other, are to be melted. 

3889. The contraction of the currency under the 
Government scheme would be arbitrary ?—Yes, and 
the wrong rupees will be selected. 

3890. Your scheme would depend upon the purchase 
of sterling bills, and that would be regulated by the 
state of trade ?—Under my scheme I have an 
automatic process which will make the rupee currency 
circulate, expand, and contract just as if it consisted 
of gold coins. 

3891. I suppose in the case of any scheme it is a 
great thing to have the confidence of the people 
with you ?—Certainly. 

3892. Whose confidence do you want, the confidence 
of the bulk of the population, or the confidence of the 
people who remit money to England ?—I do not 
think the bulk of the population will think about it 
one way or the other. 

3893. Do you think the bulk of the population 
look upon the rupee at all as a question of sterling 
value P—No. 

3894. They simply look upon it as a silver coin 
with which they can buy what they want, and pay 
their taxes ?—They take the rupee because they know 
that a rupee will pay a rupee’s worth of debt, and buy 
a rupee’s worth of goods. 

3895. At the beginning of your examination you 
said there was great stringency of the money market 
both in the North-West Provinces and in the 
Punjab ?—Yes. 

3896. A great want of coin ?—A great want 
of coin. 

3897. Will you tell me on what ground you say 
that; what are the facts that lead you to say that r— 
There was a heavy demand on the bank for coin by 
the purchasers of produce in the North-West Provinces 
and the Punjab. They were prepared to pay ex¬ 
ceptionally high prices for accommodation there, and, 
what was very unusual, there were large remittances 
made of coin by firms dealing in produce from 
Calcutta and Bombay to the North-West Provinces 
and the Punjab. As a rule the local supply of currency 
there for some years past has been sufficient to meet 
trade requirements, hut this last year it was deficient. 

3898. Has it been the same as regards Burma ? 
—In Burma there is a deficiency of currency every 
year. 

3899. You always remit coin to your Burma 
branch ?—Yes, wherever there is a great export 
trade coin has to be remitted for trade purposes. 
Every year remittances go to Burma for trade pur¬ 
poses, and large remittances go to the jute districts 
and in good seasons to the cotton districts. 

3900. I suppose the Bank of Bengal does not make 
small advances for the payment of land revenue and 
rent?—No; what generally happens is this; money 
is advanced by us to the merchants who purchase 
the produce, and the money thereby obtained by the 
cultivators goes in part to pay the Government 
revenue. 

3901. The Government revenue sometimes is 
collected before the produce is sold ?—As a rule 
after the produce is sold. I believe that is the 
practice, and it is a very desirable one. 

3902. And rent ?—And the rent is collected as a 
rule after the produce is sold, after the first part of 
the produce is sold, and that is a very desirable 
arrangement. 

3903. The land revenue as a rule is collected 
after the produce is sold ?—Yes. 

3904. You think the money goes back to the pro¬ 
ducers in time ?—The money goes back to the 
circulation when the Government Treasuries make 
payments or deposit it with the Presidency banks. 

3905. You said under your scheme there would 
be an immediate remedy for the unfavourable balance 
of trade, namely, the currency would immediately 
contract ?—When I say an immediate remedy, I 


mean, it would be applied immediately. Of course 
the duration would depend upon how serious the 
redundancy was, but experience shows that an elastic 
currency system such as I propose can never be long 
redundant. 

3906. It can only work to remedy the balance of 
trade by its effect on prices ?—By its effect on prices 
and on the money market. 

3907. But in order to increase the exports and 
make them meet the liabilities, it must work on the 
prices, must it not ? —It should operate on the 
prices of commodities, and on the money market, 
because if interest rises money is attracted. The 
import of capital in that way is equivalent to an 
export of produce so far as exchange is concerned. 

3908. But it would act on prices eventually ?—It 
would act on prices eventually. 

3909. (Mr. Le Marchant .) With regard to those 
Farrukhabad rupees that you were asked about, did 
you say that they were coined as ornaments ?—This 
coinage was in circulation in Oudh and that part of 
the country years ago. I believe there were as much 
as 6^ crores in circulation about the time of the 
Mutiny, but it was gradually withdrawn. I am not 
quite up in the details of the case, but the defence was 
that the coins were manufactured for use as ornaments. 
These men were found by the police to be coining 
these coins, and I suppose the police must have thought 
it was an indictable offence. 

3910. It is so, is it not ?—I have not the facts of the 
ease ; I expect to have them by the next mail. 

3911. I think the law is that it is an offence to coin 
current or uncurrent coins ?-—That is my own im¬ 
pression. 

3912. But it is not necessary to assume that they 
were being coined with a view to large active circula¬ 
tion ?—It is not necessary; but if, as was alleged, 
60,000 of them were coined, it is possible that they 
were intended for an active circulation; you will have 
evidence about that later on. 

3913. Now, in speaking of the redundancy of the 
currency, I take it you were speaking of its redun¬ 
dancy at this particular period ?—In my opinion there 
is no redundancy. 

3914. But I mean, when you use the term redun¬ 
dancy, you use it with regard to the present circum¬ 
stances ?—With regard to present circumstances. 

3915. Assuming that there is redundancy in active 
seasons, then, a fortiori, there will be all the more 
redundancy in slack seasons ?—Certainly. 

3916. Was it not the case that in the evidence 
before the Committee of 1893 statements were made 
of a very large accumulation at the time of silver and 
currency notes in the hands of the banks ?—There 
was a very large accumulation in 1891 and 1892. 
which appears to me in the interval to have been very 
largely worked off. Towards the close of the busy 
season of 1893 there appears to have been no great 
redundancy in the money market. 1 should like 
always to distinguish between the money market and 
the general circulation. 

3917. I think you expressed the opinion that if 
convertibility had been part of the measures adopted 
in 1893 the currency would have been placed at once 
on a satisfactory basis. Perhaps I am not quoting 
your words accurately, but is that your view ?—■ 
There would of course have been temporary curtail¬ 
ment of trade with China. 

3918. I was referring to currency for the moment. 
Was there evidence of a large excess of currency in 
banking hands at that moment?—In June 1893 there 
was no evidence of an excess of currency in banking 
hands. The Committee had of course the figures 
before them for 1891 and 1892, when there was an 
enormous redundancy; but in June 1893 I think that 
had been worked off. In all probability there would 
have been a redundancy during the slack season of 
1893, because there is always redundancy in slack 
seasons. 

3919. In a certain criticism of your plan the remark 
is made that, if there is redundancy now, in your plan 
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there would be contraction of the rupees in the hands 
of outside remitters. 

3950. I still do not follow that. Suppose the 
Secretary of State goes on selling, and exchange lias a 
tendency to drop below Is. 3§<7., what happens, as you 
correctly explained, is that he will sell Council bills. 
The proceeds of the Council bills will come out of the 
Treasury balances, the Treasury balances will be 
reduced to that extent by the money which the exchange 
banks take over from Government; that is to say, the 
proceeds of these Council bills will be paid into the 
Indian Gold Standard'Officos and the banks will receive 
money from the London Gold Standard Office. To that 
extent the only contraction that goes on at that time is 
the contraction of the Government balances in India ? 
—That is clear. 

3951. In effect it is the same as if the Government 
handed in their balance direct to the conversion 
office ?—Certainly, only there is this : that if you 
leave this thing open it becomes a question with the 
exchange bank in Calcutta or Bombay, “ Shall I remit 
that money to London or shall I not?” I like these 
things left open to the market. But the special point 
I want to bring out is this : that the difference between 
this policy and that of 1893 is that at the same time 
as these operations are going on there is also contrac¬ 
tion going on, in all probability, in the outside market, 
because, if the tendency of exchange is to fall below 
1 ,?. 3 j d., there will be other remitters at the same time 
taking advantage of that machinery, and the currency 
will be curtailed to the extent that is absolutely 
necessary, which was not done under the policy of 
1893. 

3952. The difference is this : that if in 1893 the 
increases of balances had been set aside, and ear-marked 

as a separate fund-?—If they had been locked 

up and it had been announced that they would not be 
put again in circulation until exchange rose to 
Is. 4then so far the cases would have been 
analogous; but in addition to that (and this is the 
important part of it) other rupees in the hands of 
remitters that are redundant, that would be left under 
the 1893 policy still further to depress exchange, 
are under this scheme taken out of circulation. 
In the case we are assuming, the rupees that the 
Government paid out will go direct to the Gold 
Standard Office, but other rupees also will be with¬ 
drawn from circulation and go direct to the Gold 
Standard Office if exchange shows a tendency to drop 
below Is. 3|<7. I think always, when you are in a 
difficulty of this kind, the thing is to think of what 
would occur under a gold currency system. Com¬ 
paring what occurred in 1893 with what would have 
occurred under a gold currency system, the difference 
is this : even suppose that in 1893 the rupees repre¬ 
senting unsold Council drafts had been withdrawn 
from circulation and locked up until they could be. sold 
at Is. 4 t \ t ( 7., even supposing that, under a gold 
currency system, the Secretary of State would go on 
selling drafts below Is. 3 $d., the exchange banks 
would buy these drafts; they would take them out to 
India, and finding exchange with the tendency to drop 
below lx. 3 \d., what would they do ? 

3953. (Mr. Campbell.) But why could not the 
Council do that itself?—The Council might do it, 
but I have put this in the interests of the exchange 
hanks. 

3954. But why should not the Council do it instead 
of the exchange banks making a profit ?—There is no 
reason why they should not, if you approve of Go¬ 
vernment interfering with the exchange market. The 
position is this: if Government goes ou selling these 
drafts the exchange banks get the rupees, and when 
they get the rupees in their hands it is a question with 
them, “ Shall we buy the Treasury drafts or employ 
the money in India?” If the Secretary of State 
refuses to sell, that option is not left in the hands of 
the exchange banks. But still, as a matter of 
principle—unimportant principle though it may be—I 
desire to leave that in the hands of the exchange 
banks. As I pointed out, however, in my pamphlet, 


the Government in that case, as you rightly say, will 
suffer a loss which they need not suffer; there is no 
special reason why they should suffer it; it is simply 
a question of policy—is it desirable that the Govern¬ 
ment should incur a small loss for the satisfaction of 
leaving these operations in the hands of the exchange 
banks ? 

3955. (Sir C. Crosthwaite.) I was going to ask, 
would not the result be the same if the Secretary of 
State said, “ I will not draw.” Ho would only transfer 
his ordinary cash balnnces into the gold reserve ?— 
There is no important objection to the Secretary of 
State remitting through the Gold Standard Office 
when a better rate is unobtainable outside. That is 
what the Madras Chamber of Commerce proposed. 
Of course, in the face of all these authorities, I do 
not want to say much against it, but it is a matter 
of principle—unimportant, but still a matter of 
principle—that the exchange banks should have the 
option of employing these rupees in India. 

3956. (Mr. Le Marchant.) I was rather assuming 
that you raised an objection in principle to the sale of 
Council bills, but you thought that this would have 
advantages ?—Yes. 

3957. So far as the sterling fund on this side goes, 
the only distinction 1 can follow between suspending 
Council bills and continuing in the way you describe 
is that in the case of suspension the sterling borrowing 
has to be made when the home charges have to be 
met. In your ease it would have been previously 
necessary to set up the sterling conversion fund or to 
replenish it ?—Only if the sterling conversion fund 
were exhausted. 

3958. You, I presume, set up the sterling conversion 
fund by borrowing. That affords a fund which can 
be used for the particular operation you have been 
describing of selling Council bills to the exchange 
banks, who in turn obtain drafts on the sterling 
conversion fund. The distinction between that 
and suspending the sale of Council bills so far as 
London is concerned is, that when the sale of 
Council bills is suspended, sterling borrowing has to 
take place then and there, instead of having taken 
place previously for setting up the conversion fund. 
I am asking whether you would agree that this is the 
distinction ?—Do I understand that you are drawing a 
comparison between a system of merely suspending 
Council bills and my system ? 

3959. Yes ?—Oh, there is a very important dif¬ 
ference. 

3960. Not with regard to the sterling side in London. 
It appears to me that you thereby use up your sterling 
conversion fund which you have raised before ?—Yes, 
but why should the Secretary of State borrow before 
that fund is exhausted, and he need not sell Council 
bills at Is. 3Jf l. until the money is actually required. 

3961. Do you view one of the purposes of coutrac- 
tiou, that is to say, of the public paying the rupees 
into the conversion office in India, res being a re¬ 
duction of rupee prices of products in India ?—The 
more immediate effect of any contraction of that kind 
is on the money market, which attracts capital, and 
thereby tends to rectify the adverse balance of in¬ 
debtedness, and it also ought to operate through prices, 
but I think, as a general rule, it is through the money 
market that contraction of the currency more im¬ 
mediately affects the balance of indebtedness. Both 
prices and the money market, are affected and the 
more immediate effect is through the money market by 
attracting capital. 

3962. Capital in a money form ?—Not necessarily 
in a money form. It depends upon the rate of 
exchange, if the rate of exchange is high—lx. 4 -^d .— 
and there are no rupees in the'Indian Gold Standard 
Office, fresh money would be required. 

3963. That is to say, the remitter of capital would 
buy the command of the rupees ?—He would buy the 
command of the rupees; if the rate were less than 
lx. 4 - 1 1 s d. fresh currency would not be required. 

3964. Then exchange would be in those circum¬ 
stances worked up from the minimum (we are assuming 

S3 


Mr. A. M. 
Lindtay. 

21 June 1888. 



Mr. A. M. 
Lindsay. 

21 June 1898. 


142 INDIAN CURRENCY COMMITTEE : 


that it has fallen to Is. mid the effect of this 

would be to work up gradually to Is. 4,^/Z. by getting 
at the rupees in India ?—Certainly, the demand far 
remittance of capital to India would have the same 
effect on exchange as an export of Indian produce. 

3965. You do not think a more rapid effect would 
be caused by diverting the demand for sterling 
remittance to drafts on the conversion fund, thereby 
making bills against exports relatively more plentiful 
in the market, so that the sellers of bills would come 
in on terms more favourable to the persons wishing 
to remit. Suppose a certain amount of sterling 
remittance is provided by drafts on this conversion 
fund ?—By the sales of commercial sterling drafts ? 

3966. I am assuming that people want to remit 
from India to England. Under your plan the 
Government offers them remittance in a certain way; 
that draws off demand to that particular source of 
supply, and thereby leaves in the markets bills 
against exports ?—There will be a greater demand for 
bills against exports. 

3967. I mean the reverse, a larger supply of 
sterling bills relatively to the demand ?—Yes, that is 
so. 

3968. That would cheapen sterling in terms of 
rupees ?—That would raise exchange. 

3969. And in turn, export bills would be more 
available, being relatively cheaper than they would 
otherwise have been, and would in turn become 
available for persons willing to remit?—Yes. 

3970. How would that act on prices of exports ? 
—Of course a rise in exchange is always supposed 
to stimulate imports and curtail exports temporarily. 

3971. I was asking how far Government offering 
sterling at Is. 3^rZ. would indirectly affect the price 
of exports ?—It would put a stop to the drop in 
exchange below that rate; that is, supposing we start 
with an unfavourable balance of indebtedness. There 
are two remedies for that. There is the old-fashioned 
remedy of a drop in exchange, which I admit tends 
to enhance exports and curtail imports temporarily, 
that is a faulty system; all economists say that the 
orthodox remedy is a curtailment of the money in the 
exchange market. 

3972. Do you think that the system of offering 
exchange at a fixed rate operating in the way you 
describe on money in the market, and therefore on 
discount rates, would affect the rupee prices of ex¬ 
ports?—It always has done. It does so in all 
countries, why should it not do so in India ? 

3973. I am asking your opinion—in the direction 
I mean of lowering prices ?—In the direction of lower¬ 
ing prices, if necessary. Under a convertible system 
prices of commodities cannot move exchange beyond 
specie export and import points, when these are 
leached prices are governed by exchange. 

3974. Your system, as I understand it, is to concen¬ 
trate all the supply and demand of this form of gold 
remittance in the hands of the Government?—What 
my scheme does is this : when under a geld currency 
gold coins would be exported or imported, then under 
my scheme gold drafts or rupee drafts will be sold. 

3975. Through the Government ?—Through this 
machinery, which is purely automatic as far as Go¬ 
vernment are concerned; Government have no dis¬ 
cretion in the matter. I wish to make that thoroughly 
clear. 

3976. But it would be through this particular 
agency. I was endeavouring to contrast it with the 
Government scheme, where if gold flowed in through 
the action of the public, it appeared to bo assumed 
that gold would equally flow out through the action 
of the public without the operation passing through a 
Government agency. %It appeared to me that as your 
scheme in one sense was economical, in the sense of only 
using gold or silver for exchange purposes, to that 
extent it concentrated the demand for that exchange 
currency on this agency ?—Yes, when specie export, 
or import points are readied the movement is stopped 
by concentration of the demand for remittance on 
the Gold Standard Offices, 


3977. It would concentrate it?—Yes. 

3978. Do you think that, if the balance of remittance 
requirements were adverse, your plan would have the 
effect of drawing attention to the fact ? The whole 
immediate demand would be concentrated on the fund 
from the first, and in that way would show itself in 
the depletion of the fund ?—I think myself that that 
is an advantage. Were India to go to the expenso 
of establishing an ample gold currency such as 
England possesses, then of course there would he 
as complete confidence, and things would work equally 
as well as under my system ; but the expense would 
be enormous, and if you had instead of that a small 
gold circulation, liable to be drained away into the 
internal circulation and hoards, little would be left for 
export, and whenever exchange showed a tendency to 
drop, there would be a rush on the part of banks, 
bullion dealers, and money changers, to secure all 
available, knowing that if exchange dropped below 
Is. 3|d. the price of those coins would rise. I think 
any danger of that kind is much less under my scheme 
than under a gold currency scheme. 

3979. (Sir J. Muir.) You say the expense would 
be enormous; what would you call it roughly?—We 
have had various estimates. One estimate that has 
been laid, I think, before the Chamber of Commerce 
of Calcutta was 80 millions sterling. 

3980. (Sir F. Moieatt.) That is practically tlio 
amount of the currency ?—-It is the amount of the 
currency apart from hoards and apart from small 
coins. That is not my estimate. I do not think 
myself that it would require nearly so much as that. 

3981. (Sir J. Muir.) Whose estimate is that?—I 
cannot say, I am told it is being put before the 
Bengal Chamber of Commerce. I would rather not 
go into that. 

3982. (Mr. Le Mnrr.hnnt.) You are not at all * 
apprehensive that the concentration of this demand on 
the Government fund, and the attention that would 
be drawn to the degree to which it may be depleted at 
certain times would in itself be a reason for appre¬ 
hension as to the future ?—I think not. Take tlio 
case of Russia, with a small gold circulation and large 
concentration of gold in the hands of the banks of 
Russia. I think that system provides much better 
for meeting an unfavourable balance of indebtedness 
than a system in which the gold is all circulating in 
the pockets of the people, and would not be get-at-able 
during a time of unfavoumble balance of indebted¬ 
ness. 

3983. There is a passage in the report of the 
Finance Minister, alluded to by to Sir David Barbour, 
in which he expresses the opinion that gold ought to 
be put in the hands of the public with the view of not 
concentrating the demand?—I do not think that that 
wopld meet with Sir David Barbour’s approval. 

(Sir I). Barbour.) The report was alluded to by 
me, but T have expressed no opinion about the expe¬ 
diency of forcing gold into circulation. 

( Witness.) I approve much more highly of the 
Dutch system, which provides for readily meeting all 
demands for the export of gold. 

3981. (Mr. Le Mar chant.) Through the bank?— 
Through the bank. 

3985. Do you look in the long run to the material 
conditions as eventually determining exchange ?-—The 
balance of indebtedness must always rule exchange. 

3986. Through prices ?—Through prices, vdiich of 
course rule the balance of indebtedness, and are ruled 
by exchange under any convertible system. 

3987. And you would wish to bring those prices 
into the most direct relation to the prices in sterling 
countries ?—Certainly. 

3988. So that exchange would right itself with the 
least, possible difficulty ?—Exchange would right itself, 
and the balance of indebtedness would be adjusted 
with the least possible difficulty. 

3989. There was something said about absorption 
of rupees in Burma; it was said that they did not 
return to the banks in the some quantity as from other 



MINUTES OF EVIDENCE. 


143 


parts of India ?—Of late years they have been return¬ 
ing to a larger extent, but still there appears to be 
absorption in Burma every year. 

3990. Is it the case that the rupees are used l'or 
paying the wages of the coolies who go from Madras 
to Burma in the rice season, and who return with their 
wages to India, so that the rupees come back indirectly 
in that form ?—Certainly I should think that a certain 
number of these rupees are taken away by the Madras 
labourers every year. That is one of the forms of 
absorption. 

3991. But they return indirectly ?—I suppose in 
the long run part of them will return. The natural 
manner of their returning to circulation will be in 
payment for imports. 

3992. But it would merely be a form of circula¬ 
tion, they would not come directly back to the banks ? 

•—What we find is this, that wherever there is a large 
export demand largely in excess of the import demand, 
in that part of the country there is a greater absorp¬ 
tion of coin. For instance, take the Central Pro¬ 
vinces, which have of late suffered year after year 
from bad crops. Our experience is that there is no 
absorption of coin there, rather the opposite. The same 
with the North-West Provinces. The North-West has 
suffered more or less from bad harvests until the 
present year, and there has been until this last year 
comparatively little absorption of coin there. On the 
other hand, in Burma, which lias been a flourishing 
province with a large export, there has been a great 
absorption of coin. In the same way with the jnte 
producing districts of Bengal and with the cotton 
industry of Bombay. A good cotton season means a 
great absorption of coin. A large export trade 
compared with the import trade leads to a great 
absorption. 

3993. By absorption you mean that the coins 
remain there ? — The coinage is taken out of the 
market. Of course it may come back eventually; no 
one can trace coin in that way, but we know that it is 
absorbed, it does not come back directly. 

3994. (Sir C. Crosthwaite.) With regard to the 
coolies, the police and others from India who serve in 
Burma, most of their savings are remitted by postal 
orders?—To a large extent, but with a population of 
that kind, a migratory population, just going there 
for the harvest season and coming back, they would 
bring some rupees back with them I should think. 

3995. (Mr. Le Marchant.) If a large sterling fund 
is accumulated in London, which, I think, uudsr 
favourable circumstances, you look upon as possible, do 
you look forward to eventually moving on to a gold 
currency basis ?—I agree with Ricardo that a 
currency on this basis is the best possible currency 
system. If, as I believe, it will be found to work 
well in India, I look forward to its being adopted in 
other countries, especially in those countries that have 
a heavy gold debt and a falling sterling exchange. 
Countries that experience difficulty in maintaining a 
gold circulation may also give up the use of gold coins. 
I agree with Professor Marshall that the currency 
in the future will be on Ricardo’s system. As 
I regard Professor Marshall as a very high 
authority I should like permission to quote his words 
from page 110 of my pamphlet:—“ I believe that the 
“ world will ultimately have an international paper 
“ currency on Ricardo’s model based on gold and 
“ silver, thus reaching a true bimetallism and not the 
“ alternate mono-metallism which alone seems attain- 
“ able now, but I do not expect the change to come 
“ in my lifetime nor even soon after its end.” 

3996. (Sir C. Crosthwaite.) There would be 
difficulty in putting the reserve in London for the 
whole world?—Then of course countries that have 
not that advantage must go back to Ricardo’s system 
of gold bars. Having the conversion fund in. London 
is in my opinion the most convenient and economical 
method of adopting the principle, and it could be 
carried out by all our colonies. 

3997. (Mr. Le Marchant .) I am on the point of 
the accumulation of money. You do not consider 


that taking 60 per cent, of that sterling fund, so far as Mr. A. M. 
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forward over a long period of time ?—It would be a_ 

decided advantage. There is a profit to India now, 
and later on, when India learns to use paper money, 
the profit will be greater. 

3998. You are contemplating notes instead of gold ? 

—Eventually, as India becomes more civilized she 
will go on to a note stage. 

3999. Notes being issued against a gold payment 
in London ?—A gold payment in London, under the 
present Gold Note Act would answer, provided the 
notes were made convertible into sterling drafts on 
London. 

4000. (Sir D. Barbour.) It has been suggested 
to me that you might like to state briefly your 
reasons for placing the reserve in London rather than 
in India ?—I have already said that it is in inv 
opinion very desirable in a country such as India, 
where the people are very conservative in their habits, 
that no change should be made in the circulating 
medium if possible. 

4001. But the question refers merely to the location 
of the reserve ?—I have given my reasons at page 7 
of the pamphlet: “ (1.) The gold will be required only 
“ for settlement of the balances of India’s foreign 
“ indebtedness, and, as London is the one great 
“ centre for settlement of international indebtedness, 

“ it will be the most convenient spot both for receipt 
“ and payment of the gold. (2.) There must be more 
“ or less uncertainty as to the quantity of gold or 
“ sterling money required as a conversion fund, and 
“ gold or sterling money can always be borrowed in 
“ London at short notice, whereas there would be no 
“ facilities for prompt replenishment in India. (3.) 

“ The replenishment of the fund in India would 
“ withdraw gold from London, whereas its location 
“ in the Bank of England would strengthen the great 
“ central reserve of the Empire. (4.) India is a 
“ hoarding country, and if her currency is made con- 
“ verlible on the spot into gold bars, and these bars 
“ are always exchangeable on the spot into currency, 

“ there is a danger that the gold bars will be absorbed 
“ into hoards and kept there, instead of rupees 
“ bearing extrinsic value. (5.) The location of the 
“ reserve in India might create a monetary crisis under 

exceptional circumstances. Although London can 
“ obtain gold in a few days’ time, both from Paris 
“ and Berlin, yet a monetary crisis occurs there now 
“ and then, because the gold is not obtainable 
“ promptly. India is protected, as a rule, from these 
“ crises by the system of Council wire transfers; but 
“ these are not always available, and looking to the 
“ great distance between London and India, the issue 
“ of fresh currency should not be delayed until gold 
“ can be imported. (6.) Under ordinary cireum- 
“ stances ( i.e ., except during or shortly after periods 
“ of redundancy) the gold paid by the public into the 
“ conversion fund will be for the purchase of new 
“ rupees, and part of the gold will, therefore, he used 
“ by the Government in the purchase of silver for 
“ the Mint. As silver can best be bought in London, 

“ it is desirable that Government should receive the 
“ gold there. If the gold is received in India, and 
“ the silver bought there, not only will Govern* 

“ ment have to buy in a small and unreliable market, 

“ but two metals will be sent to India wbeu one only, 

“ viz., silver, is wanted. (7.) The object of the 
“ scheme is to prevent the use of gold as currency in 
“ India, and to confine its use in connexion with the 
“ Indian currency to the settlement of the balances of 
“ India’s foreign indebtedness, and it is pure waste of 
“ time and money to bring gold out to India merely 
“ for the purpose of having it sent back.” 

4002. You said that it would be possible to start at 
a lower rate than Is. 4 d. and rise to Is. 4 d. How 
would you propose to do that ? Assuming that we 
start at Is. 2d., what rates would you fix for the bills ? 

—In a matter of that kind I would not be disposed to 
follow the precedent of 1819, because if you announce 
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_' what rates would you fi.\ ?—1 would make the 

difference the same—2 per cent. Tiie rupee currency 
might be convertible into sterling at Is. 2d., and 
sterling into rupees at Is. 2 \d. 

4001. And then when you made the change it would 
mean a complete alteration of the rates ?—Government 
must be given discretion when to raise the rates. 
Every precaution must be taken to avoid speculation. 

4005. There was a remark made which seemed to 
indicate that it was thought that a remittance of 
capital to India necessarily involved tin addition to the 
Indian currency. Do you hold that view ?—Oh no, 
certainly not ; it is simply a question of the rate of 
exchange at the time. 

4000. It does not necessarily involve an addition to 
the Indian currency?—Not necessarily. 

4007. If I wished to sond money to India I might 
buy piece goods (putting aside the banks altogether) 
in this country with my money ; I might send them to 
India ; sell them to the people of India, and, if I liked, 
place my money in an Indian hank in Calcutta, and in 
this way add to the supply of banking capital, although 
there was no addition to the total currency circulating 
in the country?—Certainly. 

4008. Your scheme in the last resource depends on 
contraction of the currency ?—All schemes do. 

4009. I am not raising an objection, but it is so ?— 
Yes. 

4010. But you hold that the available balance at 
the banks for remittance to this country is so small 
that a comparatively small purchase of these la. 3$d. 
hills would so contract the currency as to redress the 
exchange ?—Yes. 

4011. Comparatively small ?—Comparatively small. 

4012. If from any cause, or series of causes, money 
should flow from the circulation outside the banks 
into the banks and he remitted home, then that con¬ 
traction would not immediately affect the balance at 
the banks ?—That contraction would not suffice, further 
contraction would be necessary. 

4013. I think you hold that money is not likely to 
come in in that way ?—Not to any inconvenient 
extent. 

4014. Suppose the Secretary of State instead of 
drawing bills for 17 millions sterling yearly, had to 
draw bills for 27 millions sterling—an addition of 10 
millions sterling (I am putting an hypothetical case) 
—he would have to raise additional revenue in India, 
in order to meet these drawings, to the extent of 15 
crores of rupees yearly?—Yes. 

4015. He would raise that from the general popu¬ 
lation ?—Yes. 

4016. He would not withdraw money from the 

banks for that purpose ?—When money is raised in 
that way it is raised at the time when the crops are 
sold. There must necessarily be a great connection 
between the payment of revenue- 

4017. But the capital in the banks goes out and 
comes back again ?—It comes back again, but we 
always find that at the time the Government balances 
run up the bank balances run down. 

4018. But the Secretary of State would not take 
away money from anybody except the general popu- 
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lation ?—I cannot conceive the Secretary of Stato 
taking 12 crores from the pockets of the people 
without that affecting the balances at the banks. 

4019. But it might not do so immediately ?—It 
might not to the full extent. 

4020. He might in this way draw from the country 
a certain amount of money which would not come out 
of the presidency banks ?—He might. 

4021. You admit that in the distressed parts of the 
country rupees rather tend to come out than to flow 
in ?—Yes. 

4022. The Secretary of State, through the Govern¬ 
ment of India, might raise that money in the provinces, 
and banks who bought his bills would get those rupees 
in India from the Government of India ?—Yes. 

4023. That would be an addition to what they had 
befoie?—Yes. 

1024. And they might remit that money home ?— 
Certainly. 

4025. I am not putting this forward as very likely to 
occur, but as what might occur. Money might flow into 
the banks in Calcutta and bo remitted home without 
completely, or to the full extent, reducing the balance 
of the banks ?—Yes. I think the explanation of what 
would happen in a case of that kind is clearly given at 
page 13 of my pamphlet, where I make an extract 
from Mill’s Political Economy. “ Commerce being in a 
“ state of equilibrum when the obligatory remittances 
“ begin, the first remittance is necessarily made in 
“ money. This lowers prices in the remitting country 
“ and raises them in the receiving. The natural effect 
“ is that more commodities are exported than before, 
“ fewer imported. When the debt thus annually due 
fi (for goods) to the tributary country becomes equal 
“ to the annual tribute or other regular payment due 
“ from it, no further transmission of money takes 
“ place; the equilibrium of exports and imports will 
“ no longer exist, but that of payments will, the ex- 
“ change will be at par, the two debts will be set oft' 
“ against one another, and the tribute or remittance 
“ will be virtually paid in goods.” 

4026. I entirely agree with that, but the point I 
wanted to bring out was this, that it was conceivable 
that under certain circumstances money might be 
found for the purchase of bills at Is. 3 \d. which was 
not drawn from the balance of the presidency banks. 
You think that is not likely to occur ?—That is uot 
likely to occur to an inconvenient extent. 

4027. But it is a conceivable case ?—It is a conceiv¬ 
able case, and it would occur precisely in the same 
way under a gold currency. 

4028. Under your system, what would take place 
would be the same as what would take place if both 
countries had an actual gold currency ?—Yes. 

4029. But you know that under certain circum¬ 
stances the export of gold from one country to another 
may be so severe as to bring on a financial crisis and 
cause a general fall of prices ?—As far as my experience 
goes such remittances are never of very large extent. 

I quoted the opinion of several authorities to that 
effect yesterday. 

4030. You think that no case has occurred where 
remittances of gold from a country have been so severe 
as to bring on a commercial and financial crisis ?— 
Not when the currency was readily obtainable against 
gold, and convertible into gold. 
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4031. ( Chairman .) Before we ask you any further 
questions, I should just like to see that the Committee, 
or at all events that I myself, perfectly understand your 
plan. I propose now to state to you what I think it 
is, and then you will see if I have got it right. I under¬ 
stand your plan to be, that the Indian Government 
should in the first place raise a sterling loan in 
London of from 5,000,000/. to 10,000,000/. ?—Yes. 

4032. That the produce of that sterling loan should 
be deposited either in the India Office or the Bank 


of England ?—In the Bank of England, as a current 
account, I suggested. 

4033. And the produce of that loan you would cal] 
the gold standard reserve ?—Yes. 

4034. Your next proposal is that the London Gold 
Standard Office—that would bo a department of the 
Einance Department of the India Office—should have 
control of this fund ?—Yes, the work might be done 
by the office that takes charge of the sale of Council 
bills here. 
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4035. That this Gold Standard Office should be 
obliged to sell to all applicants rupee drafts payable 
jn India for sums of 15,000 rupees and upwards in 
exchange for gold, to be paid in London at the rate 
of Is. 4,' B r/. per rupee?—Yes. 

4036. Then that these drafts should be drawn on 
two offices in India, either on the Indian Mints or on 
the Calcutta and Bombay Presidency Paper Currency 
Offices ?—Yes. 

4037. These offices would bo called the Indian 
Gold Standard Offices ?—Yes. 

4038. Then these drafts are to be made payable on 
demand in India. You then propose that the Indian 
Gold Standard Office in India should be prepared to 
sell to nil applicants sterling drafts on a London Gold 
Standard Office, payable on demand, in sums of 
1,000/. and upwards in gold, in exchange for rupees, 
at the rate of Is. 3Jrf. ?—Yes. May 1 add, that in 
order to ensure payment of the rupee drafts on demand 
or by telegram when necessary, the Paper Currency 
Department should be authorised to issue notes to the 
Indian Gold Standard Office against gold in London 
or silver bullion in transit to India, under provisions 
similar to those of the Gold Note Act of 1898. The 
Gold Standard Office will receive Is. 4,LrZ. per rupee, 
and will buy silver bullion to replace the rupees taken 
from the Paper Currency Department. 

4039. Those are the exchange points ; London, 
l.i, 4Calcutta, Is. 3Jri. ?—Yes. 

4040. Now, all the rupees which are received by 
the Indian Gold Standard Office arc to be held 
exclusively to meet the rupee drafts drawn by the 
London Gold Standard Office ?—Yes. 

4041. And all gold received under the notification 
of the Indian Government as to the Is. 4 d. rate, is 
also to be sent to the London Gold Standard Office? 
—Yes. 

4042. If the gold standard reserve decreases at any 
time to what you call apprehension point (that is, I 
suppose, what we should call danger point), if it 
showed a likelihood of becoming exhausted, you 
would infer from that that the rupee currency was 
redundant ?—Yes. 

4043. In other words, that there were too many 
rupees iu circulation ?—Too many rupees in the. 
exchange market. 

4044. And then you think it would be the duty of 
Government to interfere, to curtail the currency ?—I 
did use those words, hut I think it would be better 
to put it in this way ; that before borrowing further tc 
replenish the London Gold Standard fund. Govern¬ 
ment should obtain gold by selling some of those 
surplus rupees held in India iu the Indian Gold 
Standard Offices. 

4045. In fact, when the danger point was approached, 
Government would have to do ono of two tilings, 
either to raise a fresh gold loan, or to reduce the 
rupee currency ?—Yes, to reduce the surplus rupees 
previously withdrawn from circulation. 

4046. Then it is also a part of your scheme that it 
should be started in the early part of the export 
season ?—That is simply a question of expense. 

4047. But you say there is an advantage in starting 
it then ?—For example, take this season; if it had 
been started in February, not a single sovereign would 
have been taken out of the London Gold Standard 
Office. 

4048. Not this year, you mean, on account of the 
famine?—Yes ; on account of the demand for rupees 
during the busy season. It could ho started at any 
time of the year ; but if you start it in the slack 
season there will, of course, he a greater deinuud lor 
the conversion of rupees into sterling drafts. 

4049. That is a matter of detail ?—Yes. 

4050. Then you also think that the effect of this 
procedure would not affect the sale of Council Bills ? 
—-No. It would facilitate the sale of Council Bills. 

4051. You would proceed as at present, except that 
their price would practically he regulated by the price 
at the Gold Standard Office ?—Yes. 
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4052. To sum it up in one word, the essential 
principle of your scheme is that the sterling and 
rupee currencies should be interchangeable at approxi¬ 
mate rates, and that the rupee currency should be 
made convertible into sterling money iu a manner 
which would prevent the use of gold as cunency in 
India ?—Yes. 

4053. I am coming to the objections to your scheme 
presently, hut, to have it fully before us, you are 
opposed to the plan of the Government of India upon 
the ground that you object to a gold currency in 
India?—I object to a gold currency in India. Shalt 
I give my reasons now ? 

4054. No, I will come to that presently. That is 
your main objection. You object to a gold currency 
in India ?—I object to a gold cunency in India. 

4055. Now, just let me take you through the 
criticisms of Sir James Westland upon your scheme. 

I want to see what your answer is to the criticisms of 
the Finance Minister in India. The first objection 
Sir James Westland raises is this : He would prefer 
that the gold standard office, that is the deposit of gold, 
should be located in India ; you prefer that it should 
be located iu London ?—I do. 

h 056. Now, will you tell us the reasons why you 
think that your plan is a better plan than Sir James 
Westland’s on that point. I think Sir James West- 
land and yourself are agreed that in discussing the 
question it is immaterial whether the fund is held 
either in England or in India. The question of 
locality would not affect the working of the scheme. 
The Government of India seem to he of opinion that 
it is desirable for other reasons that it should be 
located in India, and not in London. Now, what is 
your reason for London ?—In the first place I would 
say that the gold is really required only for settle¬ 
ment of the balances of India’s foreign indebtedness, 
and as Loudon is the one great centre for settlement 
of international indebtedness, it would be the most 
convenient spot both for receipt and payment of the 
gold. Secondly, (here must lie more or less un¬ 
certainty as to the quantity of gold or sterling money 
required as a conversion fund, and gold or sterling 
money can always be borrowed in London at short 
notice, whereas there would be no facilities for prompt 
replenishment in India. Thirdly, the establishment 
of the fund in India would withdraw gold from Lon¬ 
don, whereas its location in the Bank of England 
would strengthen the great central reserve of the 
Empire. Fourthly, India is a hoarding country, 
and if her currency is made convertible on the 
spot into gold coins, or even into gold bars, and 
those bars are always exchangeable on the spot 
into currency, there is a danger that the gold 
bars and coins will he absorbed into hoards and 
kept there, instead of rupees hearing extrinsic value. 
Fifthly', the location of the reserve in India 
might create a monetary crisis under exceptional 
circumstances. Although London can obtain gold 
in a few days’ time, both from Paris and Berlin, 
yet a monetary crisis occurs here now and then, 
because the gold is not obtainable promptly. India 
is protected as a rule from these crises by the 
system of Council wire transfers; but these are 
not always available, and, looking to the great 
distance bet ween London and India, the issue of fresh 
currency should not he delayed until gold can be 
imported. Sixthly, under ordinary circumstances 
(i.c., except during or shortly after periods of redun¬ 
dancy), the gold paid by the public into the conversion 
fund will be for the purchase of new rupees, and part 
of the gold will, therefore, be used by Government in 
the purchase of silver for the Mint. As silver can 
best he bought in London, it is desirable that Govern¬ 
ment should receive the gold there. If the gold is 
received in iudia, and the silver bought there, notoidy 
will Government have to buy in a small and unreliable 
market, but two metals will be sent to India when 
one only, viz., silver, is wanted. Seventhly, tho 
object of the scheme is to prevent the use of gold as 
currency in India, and to confine its use in connexion 
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•with the Indian currency to the settlement of tlie 
balances of India’s foreign indebtedness ; and it is 
pure waste of time and money to bring gold out to 
India merely for the purpose of having it sent back. 
Eighthly, and lastly, when England arranged in 181!) 
to make her currency convertible into gold without the 
use of gold coins, she had no outside central market in 
which to deposit her gold conversion fund with safety, 
and she had, therefore, to adopt the somewhat clumsy 
plan of making her currency convertible on the spot 
into gold liars that could not be used in the local circu¬ 
lation ; but when Scotland had the same object in 
view, she naturally made her currency convertible into 
drafts on London, and located there her gold conversion 
fund ; and when a similar economical measure was 
contemplated in Ireland in 1801, Pitt, Pox, Canning, 
and the other members of the Parliamentary Com¬ 
mittee, recommended that the conversion fund should 
he located in London, and the local currency made 
convertible into drafts on that fund. 

4057. What is your answer to Sir James West¬ 
land’s observation, that “ a gold reserve intended to 
•* support the introduction and maintenance of a gold 
“ standard in any country ought to lie kept in the 
« country, if it. is to produce its full effect in the way 
“ of establishing the confidence which is almost indie,- 
“ pc usable to the success of the measure.” He adds 
that, “ if the Indian gold reserve is located in London, 
“ and the public believe that it may at any time 
“ vanish in supplying the requirements of trade or of 
“ tho Secretary of State, confidence will hardly lie 
“ established, and, in any case, it, seems certain that, n 
“ reserve of any named amount will produce a greater 
“ effect if it is located in India than if it is 6,000 
“ miles away.” What is your answer to that?—My 
answer, in the first place, with regard to the, distrust, 
is this. It is only people who send out capital to 
India that are concerned in this matter; the people 
who work with local capital in India will be very 
much in the same position as they are at. present. 
The token rupees arc all they want. It is those 
who send out capital to India that should be in¬ 
spired with confidence, and these people will, in my 
opinion, have greater confidence if the gold is 
here in London. Then, with regard to the gold 
vanishing iu supplying the requirements of trade or of 
the Secretary of State, I would say that there is much 
greater danger that the gold that Sir James Westland 
proposes to introduce into circulation in India 
may vanish, because in addition to supplying the re¬ 
quirements of foreign remittance and the. Secretary of 
State’s drafts, tho gold would be liable to he used in 
internal circulation, and to he taken into hoards. 
Here the sold is reserved for one of the three 
purposes lor which gold is required in connexion with 
currency. It will be used solely for the purpose of 
fixing exchange, and will, therefore, be employed in 
the manner best calculated to inspire confidence in the 
stability of exchange-. 

405S. Then his next objection is as to the con¬ 
traction of the rupee currency. There lie considers 
that, the methods and proposals of your scheme do 
not. vary much from his own; hut lie says “ But it 
“ is merely an assumption that the difference between 
“ the numlier of existing rupees and the number at 
“ which the exchange would rise to Is. 3;J d. is so 
“ small that tlie absorption of five millions or 10 

millions’ worth would be enough to bring about the 
“ result. It assuredly would not have been enough 
“ had the scheme been introduced in 1803 It may 
“ be enough now that tho volume and activity of 
“ trade have increased so much above the standard of 
“ 1803; but, on the other hand, it may not. The 
“ scheme, therefore, would iuvolve the undertaking 
“ of an indefinite liability”?—In the first place, as 
to the method and principle of the schdmo being very 
much the same as those on which the Government of 
India’s proposals are based, I cannot for a moment 
admit that. I think they are as different as day and 
night. In the one case you have arbitrary contraction 
and inconvertibility, which are diametrically opposed 


as principles to automatic contraction and converti¬ 
bility. As far as method goes, my scheme withdraws 
from circulation rupees from the hands of remitters 
only, and takes hold of those that would otherwise 
depress exchange below the convertible rate ; whereas 
the Government scheme destroys those rupees lying 
in the Treasury balance, which do not affect exchange 
in the least. 

1059. 1 do not want you to criticise now tlio 
Government scheme. 1 want you, first, to deal with 
your own scheme. Sir James Westland says ol your 
scheme: “the scheme, therefore, would involve the 
“ undertaking of an indefinite liability.” I want your 
answer to that. Of course that would indirectly 
raise the whole question of exchanging the hoards of 
rupees in India for gold. You have no limits to the 
remittance of rupees in exchange for gold, or t,o tho 
remittance of gold in exchange for rupees ?—I say 
the same indefiniteness attaches to the Government 
scheme. I will put it in this way. The so-called 
indefinite liability is limited to the conversion and 
withdrawal of only these rupees that automatic 
machinery shows must be withdrawn to prevent 
exchange falling below Is. 3|<Z. Under my scheme 
all expansions of the, currency yield handsome profit. 
It is contraction only that entails expense, and that 
contraction is limited. Besides, this loss will be 
recovered in whole or part when the redundancy ends 
and fresh currency is required. Now, may 1 not 
compare that with tho Government scheme ? I was 
going on to say, that the Government plan necessitates 
the withdrawal and conversion of an equal number of 
rupees, and in addition an amount of rupees equivalent 
to the gold coins introduced into circulation or into 
the Government balance. 

4060. Is not that saying, in other words, that both 
schemes do involve an indefinite liability ?—Of course 
it cannot be an indefinite liability. In the first place, 
there is a certain amount of rupees in circulation ; it 
must be limited by that. Then, in the second place, the 
liability under my scheme is limited to the amount of 
the rupees in the exchange mnrket that can be spared 
from tho exchange market, which I think cannot be 
characterised as an indefinite liability. There is no 
such limit under tho Government plan, because gold 
coins will displnce rupees in hoards and the Internal 
circulation. 

4061. Then Sir James Westland says that your plan 
“ assumes that, tho redundancy has already been 
“ removed, and that the circulation has reached the 
“ stage in which, at tin- season when trade is inactive, 

tho rupee tends to fall below l.v. 3;}r/., and at the 
“ season when it is active it tends to rise above l.v. 4(1.” ? 
—My plan does not. assume that. My plan includes the 
most economical method of curtailing the currency— 
an automatic method which will only take away those 
rupees which aro lowering exchange. That is tlie 
great economy of my plan. 

4062. Then Sir James Westland says that your 
scheme “ accordingly becomes practicable only when 
“ the condition of the circulation ftus already reached 
“ the point where tho redundancy in the inactive 
“ season is reduced to a small amount.” That you do 
not agree with?—When 1 started my plan in 1802 
I put it in this way. My proposal then was not to 
start with convertibility at l.v. 4</.,not because Govern¬ 
ment would lose by maintaining that rate, but because 
it would disturb trade. My proposal then was to 
commence convertibility at the current rate of ex¬ 
change, or thereubouts, and to rise by gradual steps, 
in a way that would not create speculation, to the par 
rate, whichever par rate was selected. I say now 
that, if it is the opinion of the Government of India 
that convertibility at l.v. 4 d. would he too costly, rather 
than dispense with convertibility let them start con¬ 
vertibility at a lower rate. 

4063. Then the Government lay stress upon another 
point, namely, the Government control, to which 
they attach great importance, and which would be 
wanting in your scheme ?—-It is difficult to under- 
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stand that objection, because, while Sir Janies West- 
land, in paragraph 8 of his Miuute, advocates Govern¬ 
ment control of contraction, he deprecates, in para¬ 
graph 10, Government control of expansion. He is, 
moreover, under a misapprehension in supposing that 
Government will have any control of the volume of 
the currency under my scheme. 

4061. If I may say so, your point is that your 
scheme is automatic without the intervention of the 
Government ?—Without the intervention of the 
Government, in any shape or form. 

4065. We had evidence before us, and 1 suppose 
you would concur in that, that is a desirable result 
to obtain, that there should lie as little intervention as 
possible ?—Certainly. 

40(56. Sir James Westhmd appears to attach great 
importance to intervention. He says, “ There is also an 
“ important feature which does not seem to have been 
“ sufficiently considered. It is that the plan we have 
“ to adopt will not be applied to a market in which 
“ the Government (who are the proprietors and 
“ workers of the conversion fund) can afford to stand 
“ aside and let the operations go on only as between 
“ public and public. On the contrary, the problem 
“ to he faced is how to maintain the exchange value 
“ in the face of the Secretary of State’s drawings of 
“ 16 or 17 millions a year.” Now, if I take you aright, 
you say that the proper course is to disregard the 
Government position altogether ; let the operation be 
exclusively automatic upon the demand and supply for 
exchange purposes for the whole trade of India ?— 
Yes. 

4067. Now another objection is taken, that your 
plan is not adapted to the preliminary stage of 
establishing a gold standard. Will you tell us what 
was the plan adopted by Sir Robert Peel in 1819 
to establish a gold standard? You say, “Sir James 
“ Westland says that my plun is not adapted to the 
“ preliminary stage of establishing a gold standard. 
“ Is he aware that the plan is the same in principle, 
“ and, apart from unimportant details, the same in 
“ method as that devised by Ricardo, and adopted by 
“ Sir Robert Peel in 1819, in order to pave the way 
“ for the resumption of cash payments in 1823?” 
Then you go on to give this extract from the Report 
of the Parliamentary Committee that recommended 
the establishment in England, on a temporary footing, 
of a gold standard without a gold currency. “The 
“ chief recommendation of the plan, in the opinion of 
“ the Committee is, that it will enable the Bank to pay 
“ their notes in gold at a much earlier period than 
“ they could pay them in the present gold currency. 
“ There cannot, while the plan is acted upon, be any 
“ demand for gold for the purpose of internal cireula- 
“ tion, and whatever quantity it would be necessary 
“ to provide, with the view of replacing the small notes 
“ at present in circulation, may therefore be dispensed 
“ with. That portion of capital which must otherwise 
“ be applied to the purchase of an expensive and un- 
“ productive instrument of commerce will be left 
“ available for the employment of productive labour.” 
Now do you consider that, that quotation from Sit 
Robert Peel, and from that Report of the Parlia¬ 
mentary Committee, arc, in your judgment, an answer 
to Sir James Westland’s observation that the plan is 
not adapted to the preliminary stage of establishing a 
gold standard ?—I do. 

40(58. In fact, it was adopted both on the advice 
of Sir Robert Peel and on the recommendation of 
this Parliamentary Committee ?—Certainly. It, was 
adopted lor a period of three or four years as a 
stepping stone to a gold currency. 

4069. Is there any other remark you want to make 
now, in reply to Sir James Westland, before I come to 
the Government scheme ?—I think i have met. all his 
objections. 

4070. Now, I will ask you to criticise the Govern¬ 
ment of India’s scheme upon which, I think, you 
have given no evidence at present. First of all, what 
do you consider the weakest part, if I may use the 
phrase, of the proposals of the Government of India ? 


—The weakest point is, perhaps, the admission in 
paragraph 23, “ That it is assumed throughout that 
“ the balance of trade will continue favourable hut 
the great mistake underlying the Government plan, 
and all other proposals to establish a gold currency in 
India, without borrowing, in the lirst place, a large 
stock of gold, lies, it appears to me, in under-estimating 
the demand for gold likely to arise for hoarding and 
for use in the internal circulation. The Government 
proposals are based on the idea that the gold coins 
which they hope to force the exchange banks by 
monetary pressure to import, will remain as a margin 
of circulation available for export at any time. No 
reasons are given for this assumption,'and, so far as 
the public know, no attempt has been made to obtain 
the opinion of those best able to judge. The point is 
a most important one, and I submit that the Com¬ 
mittee should have been furnished with reasons and 
evidence in support of this conclusion, especially as it 
is opposed to the opinions expressed by the leading 
Chambers of Commerce and papers in India, and also 
to the evidence taken by the last Commission that dealt 
with the question. 

4071. To what Commission do you refer?—I refer 
to the Commission appointed by the Government of 
India in February 1866 to obtain information re¬ 
garding the operations of the Paper Currency Act of 
1861, and (he advantages of introducing a legal tender 
gold coinage into India. 

4072. You said that great financial and commercial 
authorities in India are opposed to the Government 
proposals ?—That is so. 

4073. Do you know what is the view of the Madras 
Chamber of Commerce upon this very point ? I will 
read you an extract from their letter :—“ The attention 
“ of this Chamber has been closely directed to the 
“ recent currency proposals of the Government of 
“ India and to what, is known as the ‘ Lindsay Scheme ’ 
“ for establishing a gold standard, and I have now 
“ the honour to lay before the Government of India a 
“ brief statement of the views of this Chamber.” 
Then, after various recitals, they say:—“ Mr. Lind- 
“ say’s scheme is, in the opinion of this Chamber, 
“ sound, and would work. But to make it work easily 
“ confidence in its stability is essential, and to ensure 
“ this, the Chamber does not consider that a gold 
“ reserve of 5 millions, to be kept in the Bank of 
“ England and drawn against, is sufficient. The 
“ Chamber would suggest that the reserve should be 
“ at least 10 millions; but it does not see why the 
“ expense in connexion with the reserve should not 
“ be reduced by holding part of it in Consols on which 
“ gold could always be borrowed cheaply iu an 
“ emergency, though the Chamber does not believe the 
“ necessity would arise.” Now, 1 am not going 
through the opinion of the Chamber of Commerce, 
but have you iu your mind the opinion of the Madras 
Chamber of Commerce, and of other commercial 
authorities iu India, when you tell ns that the 
commercial community in India do not approve of a 
gold currency ?—Yes. The letters received by the 
Committee from the Bengal and Bombay Chambers 
of Commerce also deprecate any attempt to establish 
a gold currency. 

4071. That, you think, is the essential point of 
divergence between the two schemes ?—Yes, 

4075. Now you say that the expense of convertibility 
might be diminished by forcing the Natives, by means 
of a prohibitive duty on silver, to revert to the old 
practice of melting rupees for the manufacture of 
silver ornaments. Do you recommend the levying of 
such a duty?—I think it may be necessary, if it is 
found that Native State coins are being coined illicitly 
to any large extent. 

4076. How would that be affected by the large 
increase in the net imports of silver during the 
12 months ending the 31st March last?—I should 
like to call attention to the large increase in the net 
imports of silver during the 12 months ending 
31st March 1898. This was a time of famine, yet 
th net imports of silver increased from an average 
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of 6 croves 14 lakhs for the previous three years to 
8 crores 43 lakhs. As the British mints are closed, 
this silver must have been bought, either for coinage 
in the Native mints, for hoarding, for the manufacture 
of ornaments, or for illicit coinage. The coinage in 
the Native mints we know, from figures published by 
the Government of India, to have been small of late 
years, and to judge from the experience of past 
famine years, little can have been used for ornaments ; 
it is also unlikely that much hoarding took place 
during a period of famine, and we are driven to the 
conclusion that in all probability the silver was largely 
used for illicit coinage. 

4077. That, of course, is your opinion; you give 
us no fact in support of it. Mr. O’Conor and the 
authorities from India are of opinion that there lias 
been practically no increase of # illicit coinage. There 
is always in every country a certain average of 
illicit coinage, in India it is comparatively small ?—I 
do not say an illicit coinage of Government rupees, 
but it appears very probable to me that there has been 
great illicit coinage of Native State coins, and these 
Native State coins circulate on the large tracts of 
territory that border these Native States all through 
India, and displace British rupees, thereby creating a 
redundancy of the British rupee currency. I may men¬ 
tion that as the result of the famine of 1877-78,3 crores 
30 lakhs rupees worth of silver ornaments were sent 
to the mints to be coined. In 1897 the only part of 
their silver ornaments that Natives were able to turn 
into money were the coin parts of the ornaments. 
This was done, it is known, to a considerable extent, 
and looking to the extreme severity of the famine it is 
unlikely that any largo proportion of the R crores 43 
lakhs of silver imported was made into ornaments. 

4078. What is the conclusion yon draw from that 
with reference to the Government of India’s scheme ?— 
The conclusion I draw from that is that it may bo 
found necessary to impose a prohibitive duty on silver 
imports, if it is found that native state coins are being 
coined illicitly to any large extent and displacing 
Government of India coins. 

4079. Are you using that as an argument against 
gold currency ?—No, I am pointing out that there is 
a possibility, I do not say that it is necessary, but the 
Committee should bear in mind that it may be 
necessary, in establishing either a gold standard or 
a gold currency, to impose a prohibitive duty on silver 
imports. 

4080. As I understand, you consider that such a 
gold currency as the Government of India propose 
would involve hoarding ?—Yes, it would encourage 
hoarding. 

4081. And you think that these sovereigns would 
he withdrawn from circulation ?—Yes. 

4082. And be hoarded ?—Yes. The Commission 
of 1866, which took evidence upon these points, refer 
to that matter. The evidence they took and the 
conclusions they adopted pointed to that, 

4083. Then I understand, still dealing with this 
gold currency, you think it would compete unsatisfac¬ 
torily with the rupee ; in other words, that with a 
handy gold coin, say a sovereign of full metallic value, 
there would be greater danger than in keeping up, 
so to speak, the token currency ?—Yes, I believe the 
handy gold coin would be used largely in the internal 
circulation, and would also go largely into hoards, and 
displace rupees at present hoarded. 

4084. I can understand the hoarding, but how 
would it be used largely in the internal circulation ?— 
One reason why gold coins should be largely used in 
India is this, that the natives of India dislike paper 
money. They have often very large payments to 
make, but they dislike the use of paper money. For 
that reason the probability is that in India the 
circulation of gold coins would be larger than in other 
countries. 

4085. Much larger than in Egypt ? —Much larger 
in proportion, because the Egyptians, I think, to a 
certain extent, use paper mohey. 


408(5. We were told yesterday that they used none 
at all ?—I have no reliable information about Egypt, 
but the position there should not lie taken as a guide 
to what will happen in India. In Russia, for instance, 
the people prefer paper money, other countries prefer 
coins ; but in India people dislike paper money. For 
that reason the probability is that they will use gold 
coins largely. 

4087. Bo you think that the use of paper money 
would be curtailed by a gold currency ?—I think so. 

4088. Bo you think that the establishment of a 
gold currency would disturb the money market every 
season ?— Yes, the initial demand would be very heavy, 
and there would be further large demands each season 
of active export trade. 

4089. Now, have you any other criticisms to make 
upon the Government of India’s scheme ?—I object 
to the stringency it will create. Exchange is to be 
raised and kept up by stringency. Gold is to be 
forced into circulation by monetary pressure. Con¬ 
fidence is to be created by compulsion, instead of by 
convertibility. I think that any scheme that relies 
for success on the condition of stringency is condemned 
by the experience of the last two years. Besides, 
there can be no confidence in exchange, and no flow 
of capital to India, until the rupee exchange is 
definitely fixed by convertibility. 

4090. Would a gold currency, acting automatically, 
produce stringency ?—The proposal is to force gold 
into circulation by melting down rupees. 

4091. Let us take that out for the moment. 
Supposing no forcing, hut leaving it entirely to its 
ordinary operation. Take this state of things; The 
Government of India leave the currency alone, 
neither add to it, nor take from it, but in addition to 
that they make gold a legal tender, say, at the rate 
of 15 rupees to the sovereign. How would that 
affect the stringency of the money market ?—That is 
very much the position that we have at the present 
moment. There will ho no confidence in exchange 
with no limit to a falling exchange, nothing to check 
a fall. 

4092. That is your answer ?—That is my answer. 
Capital would not go out to India under those 
circumstances. 

4093. You thiuk there would be no flow 'to, and 
refloiV from, India of gold under such circumstances ?— 
Where is tlie gold to come from ? 

4094. That is another point, but, assumibg your 
own scheme, namely, that the balance of exchange, 
which practically is always payable in gold, sooner or 
later, is, os you say, a small balance, how would that 
be affected by the introduction of a gold currency ? 
You think it would retard it ?—Am I to understand 
that my scheme will be in operation ? 

4095. No, I am away from your scheme for the 
moment. When I asked you your objections to the 
Government scheme you commenced by saying that 
you objected because they were going to create strin¬ 
gency by forcing gold into circulation by melting 
down rupees. Now I say, suppose they do not melt 
down rupees ?—There will still be the stringency 
that exists at present 

4096. I want you to explain that to the Com¬ 
mittee ?—At present the stringency has been caused 
by a want of confidence in the stability of exchange. 
People will not send out capital, because they are 
afraid exchange will fall. People will not send out 
gold. 

4097. Are you Using the word “stringency” as 
applied to capital, not currency ?—The stringency 
which at present exists in India is directly owing, not 
so much to want of currency, as to want of loanable 
capital. 

4098. Then your opinion is not that there is 
stringency in the money market ?—Were there any 
great scarcity of rupees you would find 4 anna or 
8 anna pieces being used for rupees, and of that there 
is no trace or sign whatever. 

4099. Your opinion, therefore, is that, so fat as 
the existing rupee currency is concerned, there i£ no 
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stringency whatever ?—There is no scarcity of the 
circulating medium apart from the scarcity of capital. 
Were there such scarcity you would find 8 anna and 
4 anna pieces used for rupees, and of that there has 
been no sign whatever from first to last. What we 
have to deal with is scarcity of loanable capital, and 
if more loanable capital had been sent out this busy 
season, more rupee* would have been required, 
because exchange was at specie import point. 

4100. Now one word upon the expense of the two 
schemes. Will you give us your views as to the cost 
to India of each scheme?—The indefiniteness of 
liability is certainly greater in the Government scheme 
than my own, because the indefinite liability is limited 
to the conversion and withdrawal of rupees. My 
scheme only withdraws those that would otherwise, 
if left in circulation, be tendered for bills at a lower 
rate than Is. 3§<?., whereas the Government plan 
necessitates the withdrawal and conversion of an equal 
number of rupees, and, in addition, a number of 
rupees, that would be replaced by gold coins introduced 
into circulation or into hoards, or into the Government 
balances. 

4101. In other words, you are there putting this 
point, that the cost of your scheme is only the 
interest on the sterling loan ?—The cost of my scheme 
is only the interest on the sterling loan. 

4102. Whether it be 5,000,000?. or 10,000,000?. 
that is the cost, the interest?—Yes, and as a set-off 
against this interest charge there is a profit of 2 per 
cent, on the re-sale at Is. 4 T u<?. of the rupees pur¬ 
chased at 1*. 3Jc?., also the profit on all fresh additions 
to the currency. 

4103. Now, what is the cost of their scheme? 
Borrowing in London at, say, 3 per cent., the interest 
on the 5,000,000?. would be 150,000?., and on the 
10,000,000?., would he 300,000?. a year?—Yes; in 
the first place the amount of gold required, that has to 
be either borrowed or forced into circulation by 
monetary stringency, would be much greater. 

4104. Would not there be two items in the cost of 
the Government of India’s scheme—the interest on 
the gold, which you say is to be forced into circula¬ 
tion, and the cost of melting down rupees ?—Quite so. 

4105. I want to be quite clear about this. Your 
scheme would simply mean interest on the gold; 
their scheme means the interest on the gold plus 
the cost of melting down rupees ?—Yes; in then- 
case there is no profit of 2 per cent., no recovery of 
the loss incurred in melting rupees, no profit on fresh 
additions to the currency; and, in addition to that, 
more gold would be required under the Government 
scheme. 

4106. That is another point. You say that less 
gold would do for your scheme than for theirs?— 
Yes. 

4107. In other words, you think a good deal of 
gold would be absorbed for hoarding and other pur¬ 
poses if a gold currency were introduced into India, 
whereas yours would be confined exclusively for 
exchange purposes ?—Yes. 

4108. ( Mr. Campbell.) You say that the demand 
under your scheme, to convert rupees into sterling, 
would only be the demand for rupees for exehauge 
purposes ?—For exchange purposes. 

4109. But any man who thought gold was cheap at 
15 rupees to the sovereign might take advantage of 
that scheme, whether he wanted to make a remittance 
to India or not ?—But under my scheme he would 
not be abie to take advantage of it at 15 rupees to 
the sovereign ; he would require to pay 15 rupees 
4 annas. 

4110. Take any figure you like. Suppose a man 
thought gold was cheap at 15 rupees 4 annas, he 
‘could take advantage of your scheme whether he 
wanted to make a remittance to India or not ?— 
That is the point. There is nothing in the scheme 
to cause exceptional remittances for the purchase of 
gold. It he to6k advantage of the scheme he would 
be paying the highest possible price for gold. 


4111. Might circumstances arise that would make 
that appear to be a cheap price for gold all the 
same?—I cannot conceive any such circumstances. 

4112. Then you say that one objection to the 
Government scheme is that it depends upon stringency 
for its operation. Would there be no risk under 
your own scheme of a stringent money market result¬ 
ing from it ?— None whatever, because tire twe 
currencies, the rupee currency and sterli*g money 
would be linked together, and made interchangeable 
at small expense. Money would, therefore, as we find 
in the case of gold currency countries, flow .readily 
from one country to another. There could be no 
great stringency in India at any time. 

4113. But we are comparing a silver country like 
India and a gold country like England ?—We are 
dealing with a silver currency, but that silver currency 
is made convertible into sterling money, and sterling 
money is made convertible into the rupee currency, 
so that the two are interchangeable at a trifling cost. 

4114. Suppose a diminished balance of trade in 
favour of India, which might make it an object for 
people to secure the Government rate of exchange of 
Is. 3f d., would not that very fact indicate a dis¬ 
inclination to operate in the other direction ; that 
is to say, to send money out at Is. 4 r \d. ? — If 
exchange dropped to Is. 3 \d. under my scheme it 
would be a sign that money was over-abundant in 
India, and there would be precisely the same 
remedy that operates and corrects any such evil in 
gold currency countries. When exchange dropped 
to Is. 3| d., suppose we had a gold currency in 
India, the exchange banks would continue drawing, 
but they would take the gold coins and remit them to 
London. That wonld curtail the currency, and in 
that way re-adjust matters. In the same way there 
would be an equal curtailment and adjustment of the 
currency under my scheme. 

4115. I am talking of exchange falling to Is. 3|f?., 
owing to a general desire to remit money home. 
Would not that general desire indicate a disinclina¬ 
tion to remit money out at Is. 4 T l ?! -e? ? That is to say, 
that if the current went in the direction of remitting 
money home at Is. 3|t?. it would only be stringency 
that would cause it to flow back again at Is. 4 j \d. ? 
—It need not be stringency; it need only be a higher 
level of interest in India. London capitalists could 
buy bills at Is. 3|rf. without the least fear of loss in 
exchange on the return of the money. There would 
be a prospect of exchange profit, and a slightly higher 
rate of interest in India would attract capital from 
England. There need be no stringency. 

4116. Then you say the cost under the Govern¬ 
ment scheme is the interest on a sterling loan plus 
the loss in melting rupees?—Yes. 

4117.,But in your scheme you contemplate, under 
certain circumstances, melting rupees also ?—Yes, but 
the difference is this : under my scheme I contem¬ 
plate the re-purchase of that silver. The Govern¬ 
ment scheme does not do so; it contemplates the 
replacing of the rupees melted by gold coins. I 
contemplate the replacement of the rupees melted by 
fresh rupees when a fresh demand for currency arises. 

4118. That is if the public come in to take it?— 
It all depends on the public demand; but with a 
developing country such as India, you may rely that 
more and more currency will be required from time 
to time. 

4119. (Mr. Le Marchant.) I think you stated that 
under your plan the effect of rupees being withdrawn 
from circulation by being paid into the Gold Standard 
Office in India against sterling drafts granted on 
London would be that the withdrawal of the actual 
rupees would tend to depress rupee prices and maintain 
exchange ?—Yes. 

4120. And you compared that to the withdrawal of 
rupees when Council bills were suspended, which was 
perhaps rather a withholding of rupees ?—Yes. 

4121. But would not much the same' persons be 
concerned in either case ? Fdr instance, when Council 
bills are sold, the funds released by the Government 
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pass into the hands of the banking community, who 
are the persons who in your scheme would be in 
relation with Government, paying in rupees to the 
Gold Standard Office ?—Let me illustrate it again by 
considering exactly what would happen under a gold 
currency in India. The Secretary of State would go 
on selling his Council drafts. The exchange banks 
would buy those Council drafts, and with these Council 
drafts they would secure gold coins in India. Were 
exchange so low as is presumed, the exchange banks 
would send these gold coins to London, and so far 
the ' two positions would be identical. But other 
operators might at the same time be sending gold 
coins; when exchange is low other operators in the 
exchange market would be remitting gold coins to 
London. 

4122. Would not that relieve the Government of that 
degree of strain ? The public would so far be afforded 
a means of remittance without having recourse to the 
Gold Standard Office ?—Yes, but then there comes 
this question; The withdrawal of gold coins merely 
by the stoppage of Council bills might or might not 
be sufficient to rectify exchange. A certain with¬ 
drawal of currency is necessary to rectify exchange. 
If you merely stop Council bills it might or might not 
be sufficient; but if you have a scheme of this kind 
it withdraws from the market not only the Govern¬ 
ment rupees, but every single rupee that would 
otherwise tend to depress exchange below your 
conversion rate. 

4123. Would they not go through the same hauds ? 
Exchange passes through the hands of the exchange 
banks and banking circles ?—They might or might 
not, but we have the experience of what happened 
in 1893. Council bills were stopped then, the ex¬ 
change banks did not obtain their usual share of 
rupees from Council bills, but still exchange dropped 
below Is. 3|<7. Why ? Because other rupees were 
pressing on the exchange market and depressing 
exchange. Under a scheme of this kind that could 
not occur. 

4124. Under your scheme it would be an indefinite 
and unlimited amount that would be so withdrawn, 
and, therefore, to that extent there is a difference 
but would not the withdrawal be from the same hands 
as when the sale of Council hills was suspended, 
taking effect through the exchange banks ?—But you 
give the experience of 1893 the go-by. We found 
that in 1893 the mere stoppage of Council bills was 
not sufficient. Under a scheme such as mine you 
have adequate withdrawal of rupees ; you have auto¬ 
matic machinery that adjusts the withdrawal of rupees 
to the extent actually required. 

4125. I wish to ascertain whether the difference 
is in the extent of the withdrawal, or the persons 
from whom the rupees would be taken ?—As a rule, 
in my opinion, whether you have a gold currency in 
operation, or whether you have a scheme such as 
mine in operation, all these operations will go through 
the exchange banks. 

4126. So that, practically, the hands from whom the 
rupees would be withdrawn or withheld would be the 
same ?—Yes, as a rule, the hands would be the same, 
but the quantities would not necessarily be the same. 

4127. It is a difference of quantity ?—In one ease 
you have an automatic adjustment of the quantity; 
in the other case you have not. 

4128. Still, is it quantity that is the essential 
difference ? —I think it is essential to the keeping up 
of exchange. If there are more rupees in the market 
seeking remittance than is consistent with the ex¬ 
change rate of, say, Is. 3jjd., unless these excess 
rupees are taken out of the hands of the remitters in 
some way or other, exchange will drop. 

4129. Would suspending the sales of Council bills 
to this further extent have been effective ? It would 
have withdrawn a larger quantity ?—It was entirely 
suspended, and that was not found sufficient, iu 1893. 
Another important point is, of course, that in the one 
case you have confidence in the stability of exchange; 
in the other there is the fear that there will be a drop. 


4130. But apart from the question of confidence it 
is a question of the quantity of withdrawal ?—In the 
one case it is a question of automatic machinery to 
withdraw the precise quantity necessary ; in the other 
case it is the dealing with one individual, you may 
say. In the one case you withdraw rupees from one 
remitter only; in the other case you withdraw rupees 
from all remitters who desire to remit below the 
convertible rate. The withdrawal of a larger quantity 
from oue remitter might not suffice. 

4131. I think you mentioned the balances of the 
presidency banks as one measure of the limit of 
possible demand upon the Gold Standard Office in 
London ?—Yes. 

4132. In what sense do you use the word 
“ balances ? ” Do you mean the balances that their 
customer can draw for upon them or the cash 
balances that they have ?—The cash balances or cash 
reserves of the presidency banks. 

4133. Are those balances materially larger than 
they were in 1892-93 ?—Of late the cash balances of 
the presidency banks have been, I may say, unprece- 
dcntly small compared with their liabilities. 

4134. Then if they are low in times when trade 
is adverse, would not the amount remaining to be 
drawn be comparatively small; the amount of cash 
that they would have in adverse times would be at a 
very low limit ?—Do you mean at times of unfavour¬ 
able exchange ? 

4135. Yes ?—Of course, at a time of unfavourable 
exchange the presidency bank balances tend to 
increase. 

4136. Did they do so when there was this with¬ 
drawal of capital recently ?—Exchange was on the 
whole favourable. 

4137- Exchange was high ?—Exchange was high. 

4138. But dirl they at that time increase or not ? 
Suppose, for instance, there is a tendency to withdraw 
capital for any reason, what effect would that 
have?—That tends to curtail the presidency bank 
balances. 

4139. As these withdrawals would not be neces¬ 
sarily all at one time but might run over several years, 
do you think it possible that the demand on the 
Loudon Gold Standard Office might accumulate for 
two or three years in succession ?—During that 
period there will be the orthodox remedy for any 
unfavourable balance of indebtedness in operation. 
Our experience is that a period of unfavourable 
indebtedness cannot be very prolonged under a gold 
standard or under a scheme such as mine. 

4140. I observe from the returns of the United 
States Treasury that the withdrawal of gold would 
appear to have gone on for two years in succession 
after 1893 ?—With regard to that I have to say that 
the currency of the U-nited States was altogether in 
a different position, and under different conditions 
from those I lay down for the Indian currency. 

4141. But they were on a gold basis; there would 
have been just the same basis for remittances during 
crop time?—I stipulate that no additions shall be 
made to the Indian currency unless au equivalent 
sum iu gold is deposited in London. In the United 
States large additions were made against dollars coined 
under the. Sherman Act. 

4142. Did that go on after 1893 ?—No, not after 
1893, but by that time the currency had been enlarged 
greatly. In 1891, 1892, and 1893, large additions 
were made to the currency, and that accounted for 
the large withdrawals of gold later on. If all that 
paper money had been issued against deposits of gold, 
as I propose, there would have been ample gold to 
meet the demand for export. The cases do not appear 
to be analogous. 

4143. You are satisfied that there is no similar 
redundancy in India at the present time ?—There is 
every sign of extreme stringency ; no redundancy. 

4144. As to the comparison of cost between your 
plan and the plan of the Government of India. I 
think you were saying that in the Indian Government 
plan there would be the cost of the gold imported 
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exactly as in your scheme there would be the cost of 
the gold borrowed for the conversion fund ?—Yes. 

4145. Except so far ns Government borrows to 
make up the, 40 per cent, loss on melted rupees, would 
not the gold imported be imported by, and at the 
expense of, the public?—Oh, yes, you have a choice 
of the two; but then the gold that is imported, as it 
were, without cost to the Government, is imported, 
in my opinion, at great expense to the community. 
It comes only in small quantities and under extreme 
monetary pressure, which strangles trade and destroys 
credit. We have found by experience that the ex¬ 
change banks will not export additional capital under 
these conditions unless they are assured of a return 
of the money without loss. The Government scheme 
affords no such assurance, and I do not think there 
could be any large imports of gold under these 
circumstances. 

4146. But if the public did import gold, there 
would be so far a saving of expense to the Govern¬ 
ment, ?—Yes, if that, took place; but it can only take 
place under stringency, and it would be better if 
Government went to the expense of borrowing an 
enormous stock of gold, say, 50 millions; then of 
course all would be well. 

4147. Then of course there would be the expense of 
the borrowing ?—There would be the expense of the 
borrowing, but I think the expense of the borrowing 
is nothing compared to the injury done to the country 
generally by this severe stringency. 

4148. You seemed to refer to the possibility of a 
very large loan. Do you think that the amount of 
borrowing should bo limited only by the consideration 
of what the interest on it would cost as compared with 
the loss to Government through a low exchange ?■—I 
think the Government will not incur any expense in 
fixing the exchange at, l.v. \d. under my scheme, no 
expense, I mean, beyond the expense of raising the gold 
fund of, say, 10 millions. I say that for this reason : If 
anything should occur to create a demand for sterling 
remittances to an extent that would exhaust that fund, 
then, in the absence of that fund, exchange must have 
fallen very heavily. I hold that it is (dearly proved 
by the figures placed before the Committee by 
Mr. Arthur, that the loss the Government will incur 
by a drop in exchange, that is to say, the loss on 
Council bills and the loss upon the pay of the British 
soldiers, and the loss on exchange compensation 
allowance, will be very much greater than any addi¬ 
tional interest they might have to incur for additional 
borrowing. 

4149. And you would extend that to any sum it 
might be necessary to borrow beyond the 10 millions ? 

I think the same principle must necessarily be held 
good. I believe it could be worked out as a mathe¬ 
matical certainty, although I do not think that I could 
do it. If the Government of India had no gold debt, 
if they did not pay their soldiers in sterling, if they 
did not pay exchange compensation allowances, then 
there would be no such loss, but seeing that the 
Government have these large sterling payments to 
make, it seems to me proved by the figures put before 
the Committee by Mr. Arthur, that the loss they incur 
by a drop in exchange must always exceed greatly 
the loss they would incur on a conversion fund. 

4150. And that reason would hold good if the 
borrowing were to extend to much larger figures ?— 
The saving would be all the greater. The more they 
borrow the greater the saving, because in the absence 
of that conversion fund exchange would drop. The 
greater the sterling fund necessary the greater the 
saving. 

1151. And that would be a reason for contemplating 
a very large sterling fund with confidence ?—‘Yes, that 
is how it .appears to me. 

1152. (Mr. Hambro.) Your idea is to attract 
capital into the country when money is dear ?—The 
rates of interest wili attract capital. 

4153. That, is one of the hopes or intentions, is it 
not, that it may attract capital into the country when 
money is dear ?—Yes, if there is confidence in the 


return of the money without loss, and if rates of 
interest offer profit to the London capitalist. 

4154. Do rates of interest generally rule high for a 
year or six months ?—As a rule for six months. 

4155. A man would be no better off under those 
circumstances, if he lent money ar 2 per cent, in 
London, or at 6 per cent, in India, because the 
exchange would destroy the difference. If he got 
2 per cent, in London, or if he got 6 per cent, in India, 
it would be exactly the same to him on a six months’ 
loan ?—Yes. 

4156. So that the rate would have, to go very high 
before you would attract loans for short periods ?— 
Yes; but I contemplate a large remittance of money 
to India for the purchase of permanent securities, 
and the purchase of these permanent securities would 
release money now invested in those securities, and 
that money would go into the short, loan market. 
Besides, the loss in exchange you estimate is the 
greatest loss possible. If the London capitalist re¬ 
mitted at Is. 3 \d. and got back his capital in six 
months at Is. 4 ^-d., he would make an exchange 
profit of 4 per cent, per annum in addition to the 
interest gained. The interest profit would be certain ; 
exchange might yield a profit or loss. 

4157. You fear that having the gold itself in India 
might be an attraction for those who hoard rupees to 
exchange them into the more portable metal gold ?— 
Yes, I distinctly do. 

4158. Do you think when you show the native 

who is a large hoarder of rupees that, you are afraid 
to bring gold into the country in case he should be 
tempted, that you will not tempt him even more by 
that very fear?—I do not think the natives will think 
very much about this scheme. All it docs is this : 
The natives see that rupees are now convertible into 
sterling drafts at varying rates- 

4159. I am not talking of the small native hoarder ? 
—The small or the big native hoarder. He sees that 
rupees are convertible into sterling drafts at varying 
rates, and he learns that by this arrangement the 
Government have made those sterling drafts obtain¬ 
able from the banks in future at rates varying between 
1.9. 3fd. and Is. 4- 1 1 ir rf. 

4160. You do not think there is any fear of the 
great hoarders coming forward and absorbing most of 
the gold ?—I do not think so. The hoarder always 
looks forward to using the hoard in the future, and 
he prefers to hoard current coin. Were the gold 
coins made legal tender, then I might fear the large 
absorption of gold in that way, but not under a scheme, 
such as mme. I think I have proof of that in what 
happens at present. Of late the hoarder could buy 
gold upon cheaper terms than he could under my 
scheme, and he has not done so to any appreciable 
extent. Exchange was fixed in bimetallic times, but 
gold was not hoarded then to any inconvenient extent. 

4161. (Mr. Holland.) Do I understand that you 
deny that there is any stringency of rupees ? You 
say there is a stringency of loanable capital, but no 
stringency of rupees ?—I say there is no sign of a 
mere scarcity of currency, because, when there is a 
scarcity of currency, 8-anna pieces would be used 
instead of rupees, and there is no sign of that now. 
But I wish to say this, that I think the very fact of 
there being great stringency at present, shows that 
additional currency is necessary. It shows that addi¬ 
tional capital is necessary, and if additional capital is 
brought out, at .top-rates of exchange, more rupees 
would be required. 

41Q2. If there is no stringency of rupees, do you 
wish the Committee to believe that there have latterly 
been as many rupees in the coffers of the banks as 
usual?—No, there has been a scarcity of rupees in the 
money market. 

4163. If there were a gold currency, you think the 
demand would be all the larger, because of the dislike 
of the native to paper money. Can you tell us the 
ground of that dislike ? Is it because they distrust 
the paper money?—It is very difficult to tell. I 
think the dislike arises more from habit and taste. 
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Compare the practice in Scotland with England, or 
liussia with Germany; no one can explain the 
difference of taste. 

4164. We had a witness, yesterday, who strongly 
advocated the use of Bunk of England notes in place 
of gold. What would be your view of a step of that 
kind?—My view would be this: that there would not 
be the same danger in using the Bank of England note, 
because the Bank of England note would not go into 
hoards; but then the Bank of England note would 
fluctuate relatively to the Indian note unless both were 
convertible into sterling at the same rate. 

4165. Would it not economise the use of gold, if 
both gold and Bank of England notes wore made a 
legal tender; that was the suggestion ?—If both gold 
and Bank of England notes were made legal tender, 
the Bank of England notes would not be touched. 

4166. (Chairman.) Will you explain why you 
say that ?—The natives would use the gold coin, and 
would not use the Bank of England notes. 

4167. Would the banks use. them ?—The banks 
naturally use the currency' that is used in the market. 
I do not see how the banks could hold any large 
amount of Bank of England notes. The balances of 
the exchange banks are held by the presidency banks. 
As a rule, tin; aggregate would be a large amount, 
but every now and then the balance of each exchange 
bank drops to a low sum. 

4168. (Mr. Holland.) Would it not be more handy 
and economical for remittance purposes ?—You mean 
handier than gold. I do not see hew they are to be 
kept in circulation. I presnme an exchange bank 
would take them to Calcutta, and try to sell them at a 
profit to people who were remitting. If they did not 
sell them at a profit, they would form part of its 
balance. Am I to understand that these Bank of 
England notes are to be made legal tender in Tndia? 

4169. Yes, in addition to gold ?—Then the exchange 
bank whose balances where short would place these 
notes in the presidency banks, and the question is, 
what the presidency banks would do with them. 

4170. (Sir F. Mowatt.) You mean as security for 
loans ?—As a deposit on current account. The 
question is what the presidency banks would do with 
them. I, myself, should be inclined to hold for a 
premium. There would be two different currencies : 
there would bo the Bank of England note, and the 
Indian currency note. The Indian currency note not 
being useable for remittance home, would circulate in 
the market on a different level altogether. 

4171. (Mr. Holland.) We had a witness also who 
said with reference to the margin between buying and 
selling under your scheme, Is. 3^rf. and Is. dJy/., 
that if a wider margin were resorted to, it would be 
better, say, Is. 3 \d. aud Is. 4 i„d., instead of Is. 3 \d. 
and Is. 4 T \.d, ?—I am altogether opposed to increasing 
the margin, because, as was pointed out just now, with 
the present margin there is a danger of capital not 
going out for the short loan market, when there is 
a prospect of incurring the extreme loss in exchange, 
and if you increase the margin, then you increase the 
danger of stringency. 

4172. Do you think it would strengthen the chance 
of your scheme if there were a guarantee of the 
Imperial Government behind the guarantee of the 
Indian Government ? — Of course, anything that 
would give greater confidence is desirable, but, in my 
opinion, capitalists in London, Berlin, and Paris, will 
have absolute confidence in the guarantee of the 
Government of India. 

4173. (Chairman.) In other words, your proposal 
is entirely confined to exchange purposes. You do 
not propose to interfere with the internal currency of 
India ?—I would leave it entirely as it is now. 

4174. Silver is now an unlimited tender—-that you 
leave untouched ?—Yes. 

4175. And' you propose to introduce no gold coin 
into India ?—Mo. It is taking, if you like, the first 
step towards a gold currency. 

4176. (£>ir A. Dent.) I should like to ask you a 
question about Council bills, which is possibly rather 


outside our inquiry to-day, but, I think, some members 
of the Committee would be very glad to have your 
opinion upon it. I understand that at present the 
only method that the Government of India use to lay 
down funds in London is that of the Secretary of 
Slate drawing bills on India, and the question in my 
mind is whether it is not possible lo avoid that 
publicity in some way by the Government of India 
also having the power to buy' bills on London through 
Bombay and Calcutta on the banks or other bills 
that they think good enough security. 1 ain aware 
that the question of the security of those bills would be 
raised, but it is done I know in the Colonies. The 
Government remittances are sent home to meet the 
interest due from the Colonies through the banks. 
Is it not possible, therefore, for remittances to be 
partly made through the Eastern banks in some 
way from India to London ?—My opinion on that 
point is this: I think that under an inconvertible 
currency system, it is a mistake to sell bills weekly 
by public tender. To illustrate that, I would take 
one of those very fluctuating currencies, such as 
the currency of Brazil, which has a gold debt. If 
the Brazilian Government raised their sterling funds 
in the w'ay the Government of India does by the 
weekly sale of Council bills, to what level would 
the Brazilian exchange go ? On the other hand, 
as long as exchange is fixed by convertibility, 1 
think it matters little how Council bills are sold, 
whether on the present system, or on any other 
sy'stem. With regaul to the suggestion that 
has been very often made in India that the 
Presidency banks should be empowered by the 
Government of India from time to time to purchase 
sterling bills, either mercantile or sterling bank bills 
on London, as a sort of substitute for the present 
system of sale, or as supplementary to the present 
system of sale, I myself decidedly think that were the 
currency of India to remain on an inconvertible 
footing, that change would be very desirable. 

4177. ’ These bills might sometimes be taken by the 
Indian Government at a long usance, 30, 60, or 90 
days. That would assist in laying down funds in 
Loudon would it not?—I have not the least doubt, 
that if the Presidency banks were given a small 
commission, they would be happy to take all the 
responsibility, and would be quite prepared to 
purchase long currency bills, which are, of course, 
obtainable at a more profitable rate than ordinary bills 
and telegraphic transfers. But there is the question 
of competition with the exchange banks. I hope, 
of course, that the currency of India will be put 
without delay on a convertible footing in some form 
or other. When once that is done, 1 think it matters 
little how Council hills are sold. 

4178. It might be a convenience, I should think, 
if it were done in that way ; there would not always 
be competition ?—There would not always he com¬ 
petition, but 1 am afraid the exchange banks would 
fear competition if that suggestion were adopted. 

4179. The Government of India might, of course, 
hesitate to take a bill of a Bombay brunch upou its 
head office; that would be practically a promissory 
note; but that might be got over by their taking 
drafts on some of the leading London banks ?—I 
do net think, in a case of that kind, it would be 
advisable for Government to exercise discretion, 
and take the responsibility of selecting bills. I think 
that should be left to hanking agency. And you 
have the Presidency banks, who are the agents of the 
Government in almost all financial operations; you 
could easily obtain their assistance, and they, I am 
sure, would be prepared to take the full responsibility 
in consideration of a small commission. 

4180. You would not propose that the Government 
of India should send their broker into the market of 
Bombay or Calcutta to get what hills he thought fit? 
—I should think that is a responsibility which the 
Government would not like to undertake, and should 
not undertake. 
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4181. (Sir C. Crosthicaite.) You expressed the 
opinion that there has been illicit coinage during the 
last years ?—I am very mueh afraid from the state 
of our exchanges with the native States, that there has 
been illicit coinage of native State coins, and that these 
native State coins have displaced British coins on the 
borders of the native States which, of course, arc an 
immense tract of territory, 

4182. Are the native coins circulating at par with 
our coins ?—Oh no, the exchange of the native States 
varies much. 

4183. Where the native mint has not been closed 
to silver the native coins will be at a discount ?— 
What we find is this, that even in cases where the 
native mint has been closed, or in cases where the 
native mint has coined very little, still exchanges 
show a redundancy of native State currency indicating 
in all probability illicit coinage. I could illustrate 
that from the Hyderabad exchanges if I may be 
allowed. Taking the Hyderabad exchange, with 
which I am best acquainted, it has risen greatly since 
July 1893. From 1887 to 1892 both years inclusive, 
the exchange fluctuated from Hali Sicca rupees 125 
and 4 annas to 133, with an average of say, roughly, 
129. Since July 1893, the range has been from 
129 rupees 8 annas to 136 rupees 12 annas, the latter 
rate being the one ruling towards the middle of May 
last, and the average has been about 133. 

4184. You think that indicates illicit coinage?— 
Illicit coinage of the Hali Sicca rupee, the Hyderabad 
native State coin. 

4185. You think that is brought into circulation in 
our territory ?—It is taken into circulation all along 
the border in British territory. 

4186. As to the quantity of silver imported into 
India, what do you say ?—1 consider the large im¬ 
portations, especially of this last year, a period of 
famine, indicate that there must be some exceptional 
demand for silver. 

4187. As regards the import of gold this last year, 
are you aware that that also has increased very much ? 
—The increase in the import of gold I attribute 
simply to the fall in the price of gold. When the 
exchange rises the price of gold falls. We have had 
a period of high exchange, in other words, a fall in 
the price of gold, and, I think, that accounts for the 
additional imports of gold. 

4188. You have tv statement here of the yearly 
imports of gold. I see that the weight in ounces of 
gold imported in 1897-98, was 732,035 ounces. 
That is considerably more than has been imported 
since 1890-91 ?—I think myself that that is attribut¬ 
able to the fall in the rupee price of gold. It fell 
also in 1890-91. The Committee may care to have 
a little information in regard to the precautions taken 
by the Nizam’s Government to protect its currency 
from illicit coinage. The Nizam’s Government have 
imposed a duty of 10 per cent, on imports of silver, 
but it is difficult to prevent smuggling on a land 
frontier. When visiting Hyderabad in 1896, I was 
informed that strict police supervision had been 
ordered both in Hyderabad city and the districts, but 
I was told by one of the head officials of the State 
that illicit coining was such a comparatively easy 
matter that it was probably being carried on to a 
considerable extent. 

4189. ( Sir D. Barbour.) Y"ou said in your 
evidence that the rupee currency would be reduced, 
or might be reduced, when apprehension point was 
reached as regards the gold reserve. I suppose you 
acknowledge that the real reduction of the rupee 
currency takes place when gold drafts on England are 
sold ?—Yes. 

4190. Ido not know whether you believe at all in 
the quantitative theory of' money?—1 believe in the 
quantitative theory of money as laid down by John 
Stuart Mill. I do not believe in the quantitative 
theory of money expounded by the Government of 
India Despatch. 

4191. The quantitative theory is that, other things 
being equal, the range of prices will depend on the 

I Y 2753. 


quantity of money ?—I think Mill lays down clearly 
that the quantitative theory of money with regard to 
its sterling price is- 

4192. I was speaking of money in regard to general 
prices, keeping away from sterling altogether ?—Prices 
no doubt are affected by the quantity of money that 
goes into the markets for commodities. 

4193. The quantity of what you may call active 
money—the circulation ?—I do not think it is always 
affected by the quantity of money in the loan 
market. 

4194. I do not say so, but, roughly speaking, other 
things being equal, prices depend on the quantity of 
money. That is the quantitative theory of money, 
roughly speaking. I do not ask you to agree to it, or 
otherwise. Many people do not accept it?—May I 
call your attention to the evidence given before the 
Herschell Committee in reference to the case of 
Brazil ? 

4195. That is the case brought forward to show 
that the exchange may vary although the quantity of 
money remains the same ?—Yes, or exchange remain 
the same, although the quantity of money varies 
greatly. 

4196. There I entirely agree with you, but I was 
thinking of the general level of prices. Does that 
depend on the quantity of money, or do you reject the 
theory ?—I accept the quantitative theory so far as 
this, that prices must depend on the quantities of 
money that goin to the markets for commodities. They 
are not affected by the quantity of money that goes 
into hoards, or that does not enter these markets. 

4197. As to the active circulation, what is really 
money for the time being, I quite agree. Now, there 
are 120 crores of active circulation in India ; suppose 
that was doubled—made 240 crores; and that all that 
money found ,'ts way into the country, and had time 
to diffuse itself, prices ought to be doubled, and debts 
and wages doubled ?—Yes, if equally diffused on the 
average. 

4198. And the exchange, instead of being 1G</., 
ought to go to 8 d. ? —Yes. 

4199. Other things being equal ?—Other things 
being equal. 

4200. To what extent would the balances in the 
banks be increased under those circumstances— 
doubled ?—Yes, I should say doubled, Bpeaking 
generally. 

4201. Suppose you wanted to reduce the currency 
and get back to an exchange of Is. 4 d„ how much 
money would you have to withdraw ?—At present ? 

4202. Under the circumstances we have supposed ? 
—I should be inclined to say one half, but of course 
it would depend on the quantity that went into the 
exchange market. 

4203. You would have to withdraw much more 
than the addition to the balances in the banks ?— 
Yes. 

4204. So that if in adopting your scheme the 
Government were to adopt a rate of exchange very 
different from the normal rate of the time, you would 
probably have to withdraw many more rupees than 
were contained in the banks ?—Yes. 

4205. Then you spoke of the objection raised by 
the Government of India to your scheme that an 
indefinite liability was undertaken, and you said that 
that liability was no greater in your case than under 
theirs ?—Less in my case. 

420G. It might be less, but it could not be greater ? 
—It could not be greater. 

4207. But is there not this difference, that under 
the Government scheme they limit their liability to 
20,000,000/., and under your scheme you do not apply 
any limit ?—Yes ; many people say I should have been 
wise to have done the same thing. 

4208. I do not say that, but there is that difference. 
It may have no practical effect, but in form there is 
the fact that they limit their liability to 20,000,000/. 
sterling ?—I cannot see any practical difference. 

4209. I do not say there is any practical difference, 
but that is what the Government of Indill might refer 
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to when they say that under your scheme there was 
an indefinite liability ?—Provided it, is granted that I 
could have done the same thing with the same effect. 

4210. I am not arguing against your scheme, but 
that is the argument—that you do not fix a limit ?— 
Yes, that is the argument. 

4211. Then the Government of India say of your 
scheme that it is not well fitted for the preliminary stage, 
and you point out that a similar scheme was adopted 
in England for the’preliriiinary stage of re-establishing 
a gold standard in this country ?—In fact it was 
confined by legislation to the preliminary stage. 

4212. Now, I want to ask you if this is not the 
real objection of the Government of India, as I 
understand it, at any rate : that if under your scheme 
a rate of exchange is adopted which very widely differs 
from the actual market rate, then it may be necessary 
to make a great withdrawal of rupees P—True; but 
the game thing must occur under the Government 
scheme. 

4213. But is not that the objection ?—That appears 
to be the objection. 

4214. And then the Government of India go on to 
say that your scheme is quite suitable (that is, in their 
opinion, of course) when you have arrived at the stage 
when it is not necessary to reduce the number of 
rupees in circulation ?—Yes ; both my scheme and 
Mr. Probyn’s. 

4215. That when you have got to that stage, it ■will 
be all right ?—Exactly. 

4216. You raise the objection to having a gold 
currency that gold might be hoarded or withdrawn 
from the general circulation. But assuming that the 
rupee currency has been sufficiently reduced, if gold 
is withdrawn there will be a further reduction of that 
currency, and it may be expected that gold will take 
its place just the same as, when rupees were hoarded, 
silver came in every year and took their place ?—That 
would not occur were the balance of trade unfavourable 
to India at the time. 

4217. If the circumstances were such that a gold 
standard could not be maintained, no doubt that would 
not occur; but the assumption is, that the currency 
has been so reduced that the balance of trade is in 
favour of India ?—But the balance of trade might be 
in favour of India at one period, and unfavourable 
later on. 

4218. Then you think that even though gold came 
into the country and was put into circulation, it might 
be withdrawn without bringing about a state of things 
that would cause more gold to be imported?—-Certainly. 
A fall in gold prices would be sufficient to create, a 
demand for export in addition to internal demands. 

4219. Do you seriously contemplate levying a pro¬ 
hibitive duty on silver imported into India?—I have 
always put that forward as a desirable method of fixing 
our exchanges with the Native States. I hold that a 
heavy import duty on silver would not of itself suffice 
to fix exchange, but it would certainly under any 
circumstances minimise the cost of contracting the 
rupee currency. 

4220. I spoke of a prohibitive duty ?—A prohibitive 
duty would minimise the cost of my scheme by 
curtailing the rupee circulation, without any expense. 
It would compel the natives to revert to their old 
practice of using rupees in the manufacture of silver 
ornaments. 

4221. That is without any expense to the Govern¬ 
ment?—Without any expense to the Government. 

4222. But it would be an expense to the people 
who wanted silver ornaments ?—Not necessarily. It 
would be an expense to those who manufactured silver 
ornaments for export, but not to those who manufac¬ 
tured silver ornaments for local use. It would raise 
the value of those—at least it would raise the rupee 
price of those ornaments. 

4223. And, therefore, would be a greater expense 
to the persons who purchased them ?—It would be a 
greater expense, but the ornaments would remain 

more valuable. 


4224. ( Chairman.) To whom ?—To the peasant 
at all events in a case in which he had to borrow on 
them, say during famine times. 

4225. (Sir D. Barbour.) 1 suppose you would 
admit that the absolute prohibition of the import of 
silver into India is a thing that really cannot be 
considered to be practicable ?—At the Brussels Con¬ 
ference it was seriously proposed that the price of 
silver all round should be raised by imposing a tax on 
its production. That would, no doubt, have had the 
desired effect, and I do not see why the consuming 
countries should not exercise the same right. 

4226. Would you be prepared so far to interfere 
with the habits of the people of India as to prevent 
them getting silver ?—It would be no interference 
with the habits of the people, for this reason. Prior 
to the closure of the mints they were accustomed to buy 
their silver at a fixed rupee price. All it would do 
would be to restore the old condition of affairs, where 
the native was accustomed to look upon coined silver 
and uncoined silver as equal in price. May I go one 
step further, and point out this; that the imposition 
of an import duty on silver has an exceptional effect in 
connexion with silver money. If you put an import 
duty on food it does not add to the efficiency of the 
food ; the food does not become more nutritious : but 
if you put an import duty on metal, which you use 
as your coin, it increases the efficiency of the coin. 
It is one of those few cases in which you can eat your 
cake and have it. 

4227. I was thinking more of the ornaments ?—In 
the case of ornaments, it would increase their cost 
under ordinary circumstances, but it would be a great 
benefit to the people in time of famine, because all 
the ornaments that they hold at present would rise to 
their old rupee value. 

4228. But it has been alleged that it is no great evil 
that they have fallen below their old rupee value ?—I 
am afraid that the experience of last year has shown 
that that is not the case. Tor instance, we found, 
during this last year, that rupees that had evidently been 
used for ornaments, had been pushed into circulation 
to a large extent. The natives found that the only 
part of the silver ornaments that could be utilised in 
the shape of money were the rupees attached to them. 
These rupees wore taken off and they are recognised 
by the solder attached to them. 

4229. Were there many of these rupees ?—The 
Government drew the attention of the Bank of Bengal 
to the large increase in the number of coins with 
solder attached, that were appearing in circulation, 
and asked for an explanation. We referred to our 
branch agents, and we found that in all the districts 
that had been afilieted by famine many of these soldered 
coins had been put in circulation, and not in other dis¬ 
tricts, showing that the people hail taken their coins 
from their ornaments, and tried to use them as money. 

4230. Tiiat would have been the case in the North¬ 
west Provinces ?—Yes, 

4231. In Behar?—In Bebar, and in the Central 
Provinces. It was not the case in districts free from 
famine. 

4232. Now you say that under the system proposed 
by the Government of India if gold circulated in 
India, there would be heavy withdrawals every busy 
season of gold from London ?—I should have said 
that there would be a risk of heavy withdrawals during 
any time of active export trade. 

4233. Do you think that gold would go back again 
or remain in India?—I think the gold to a great 
extent would remain in India. 

4234. Would not there be the same or a similar 
demand for gold in London under your system in a 
busy export season. People would pay in gold at 
Is. ‘i ind. in order to get rupees?—The difference 
would be this ; that that gold would not be drawn 
from London for currency purposes in India. The 
golrl would be transferred from certain accounts, in the 
Bank of England to the gold standard office account, 
and in the autumn here, i.e., in the slack season in 
India, a retransfer would take place; but the gold 
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would not leave the Bank of England for currency 
purposes in India. 

4235. Do you think [there would be a re-transfer ? 
—I have no doubt that during the slack season there 
would be re-transfers. It would, of course, depend 
very much upon the margin of the convertible rates. 

If there was a margin of 6 per cent., probably 
nothing would come back. With a margin of 2 per 
cent. I think some would come back ; with a margin 
of 1 per cent, still more would come back. 

4236. You would propose then, that that gold paid 
into the gold standard reserve should not be set aside 
specially to meet claims against it, but that it should 
be merged in the general balance of the bank which 
it might use for any purpose ?—Yes, that would be 
the best way. There would be no disturbance then 
of the London money market. 

4237. If the bank used that money largely for its 
own purposes, would not there be risk that there 
might be a great drawing at Is. 3| d., and a demand 
for gold at a particular time when the bank might find 
a difficulty in meeting it ?—I do not think there would 
be any difficulty in meeting the demand, because it 
would be met by a mere transfer from one account to 
another. Under the Government scheme gold would l>e 
withdrawn for currency purposes in India. Under my 
scheme gold would not be used for currency purposes 
in India, and however big the demand it would cause 
no inconvenience. 

4238. Suppose a man who had got a sterling bill 
took the gold and carried it out of the country—took 
it, say to America—would not there be a demand on 
the Bank of England arising in that way ?—Yes, but 
that demand for gold would not be the consequence of 
any change in the Indian currency system. It would be 
owing to a special demand for gold in America which 
would occur no doubt, whatever the currency arrange¬ 
ments of India were. 

4239. If there was that demand for gold in America 
(it is a purely hypothetical case) and advantage was 
taken of the Indian system to obtain gold in this way, 
the Government would be absolutely committed to the 
finding of the gold ; the Government would have 
given a guarantee ?—I do not see myself how such 
demand would arise out of any change in the currency 
system of India. 

4240. As regards the cost under the Government 
system, do you think there is the double cost, the cost 
of borrowing the money and the cost of melting down 
rupees ? For instance, Government propose to melt 
down 10 crores of rupees, and it gets 6 crores back by 
selling the silver; that leaves 4 crores deficit which it 
fills up by borrowing 2,700,000/. Is it not the case 
that the only real additional charge is the interest on 
the 2,700,000/. ?—There will be the interest on the 
2,700,000/., and also the loss of the 4 crores of 
rupees. 

4241. Its place is taken by the 2,700,000/. ?—Its 
place is taken by the 2,700,000/., but there is the 
interest on the 2,700,000/., and there is also the loss 
of the 4 crores. 

4242. But what burden comes on the Government 
from that loss, if it uses its 2,700,000/. in place of the 
4 crores ? I may be wrong, but as far as I can make 
out the actual additional burden that falls on Govern¬ 
ment is merely the interest on the money it borrows. 
It gets rid of 10 crores of rupees, but it gets back 6 
crores in rupees and 4 crores in gold, and it has to 
bear the charge for interest on what it has borrowed ? 

_Yes; but the Government pay interest on the 

2,700,000/., or four crores, and also lose the use of 
that sum. This question arose from a comparison I 
drew between the cost of contraction on the Govern¬ 
ment plan and my scheme, I assumed, in accordance 
with the Government estimate, that during the first 
year 5,000,000/. is borrowed, and 2,700,000/. spent in 
contraction. Under the Government plan 10 crores 
of Treasury money will be melted and sold for 
6 crores rupees, and 2,700,000/. will be taken from the 
d,000,000/. ; and put in the Treasury balance. Under 
my scheme 2,700,000/, will be given in exchange for 


Rs. 4 crores. At the end of the year the Government 
will have its full Treasury balance, plus 2,300,000/;, 
in the one case, whereas under my scheme, it will have 
these amounts and 4 crores in addition. 

4243. Now you said that under your system the 
particular rupees that are depressing exchange are 
withdrawn. The actual cause of the depression of 
exchange would be that somebody wanted a sterling 
bill and could not find it ?—Yes. 

4244. And under your system the sterling bill 
would be supplied ?—Yes. 

4245. Assuming that the sterling bill is supplied, 
does it matter whether you lock up the lakh of rupees 
that one man brought rather than the lakh of rupees 
that somebody else brought ?—It is desirable that any 
rupees which tend to lower exchange below Is. 3 \d. 
should be locked up. 

4246. I only want to get out exactly what is the 
case; I am not arguing against it. It is desirable 
that the amount locked up should be the amount that 
somebody required to remit, but is there any advantage 
in locking up a particular lakh of rupees rather than 
another lakh ?—Yes, I think it is desirable that the 
money locked up should come out of the exchange 
market. 

4247. You pointed out, following Mr. Allan Arthur, 
that the gain to Government by preventing a great fall 
in exchange is much more than any possible loss from 
borrowing gold ?—Yes. 

4248. You do not speak there of the loss or gain to 
the country as a whole ?—The gain to Government, 

4249. Because if the Government had to borrqw 
largely there would be a considerable loss to the 
country which would have to bear the interest on the 
loan ?—Yes, and if exchange fell, there would be the 
still greater loss to the country in the depreciation of 
the value of the existing rupee currency ; and if, as 
might be expected, gold prices of Indian produce fell, 
there would be the loss of the extra produce required 
to pay India’s sterling obligations, Besides, as a set¬ 
off to the interest charge, there is the 2 per cent, profit 
on conversions, and the 45 per cent, profit on additions 
to the rupee currency. 

4250. Do you think that if additional capital is 
wanted in India, that necessitates additional currency ? 
—It all depends on the rate of exchange. The 
remitter of capital to India will remit it in the 
cheapest possible way. If exchange under my scheme 
were below Is. 4^*/. he would buy a bill against 
exports to India, but if exchange were Is. 4 j l li d. he 
would have to remit additional currency. Currency is 
merely a medium for conveying capital. 

4251. Do you admit that you never contemplate the 
possibility of capital being found somewhere in India 
itself ?—If capital can be found in India, there is no 
reason for its being imported, but during the past two 
years it has been found that the capital in India has 
been insufficient. 

4252. Do you think it would be advisable to increase 
the margin to between Is. 4 t ^</. and Is. 3W. ?—-I 
should decidedlv object to any increase, and I should 
think it is matter for consideration whether it should 
not be decreased. There are two parties. You have 
the exchange banks on the one side, and you have the 
merchants on the other. The merchant will naturally 
desire to have the margin as small as possible, so that 
there may be few fluctuations of exchange. The 
exchange banker, on the other hand, will naturally 
wish a larger range of fluctuation, and I think the 
duty of the Government in the matter is clear; that 

is, simply to fix the margin at the range that would be 
fixed were a gold currency in operation, which, I take 

it, would be 2 per cent. Were gold coins in operation, 
when exchange rose to Is. 1-^f/. they would be 
imported from England. 

4253. I thought it was Is. 4 ^d. ?—Well, they would 
be exported at about Is. 4 ■;-</. 

4254. Your margin is considerably more than that, 
is it not ?—My own impression is that the best plan 
would be to fix the margin in accordance with what 
would rule under a gold currency system. 
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4255. That would lead to some reduction in the 
margin you have suggested ?—That would lead to some 
reduction, a small reduction. 

4256. I do not know whether you are aware that 
the Government has tried the remitting of money to 
England by purchasing bills on London ?—Many years 
ago. 

4257. Now, do you think it would be safe, or ex¬ 
pedient, to put the purchase of these 17 millions sterling 
of bills into the hands of the Presidency banks ?— 
1 certainly think that under an inconvertible system 
a weekly tender sale of bills, must tend to lower 
exchange, 

4258. Why must it ?—It resembles an auction sale. 
When things are sold by auction, we know that they 
never fetch their proper price. 

4259. Is that really the case ? I have always been 
under the impression that a very excellent price was 
obtained for opium sold by auction in Calcutta, and that 
the margin of profit was extremely narrow ?—I do not 
know that that is so. All I can say is, that the operators 
in opium are generally very wealthy men. 

4260. And the explanation I have heard of that is 
that the margin of profit was so small that no man 
who had not got a large amount of capital of his own 
could possibly engage in the trade ?—It is no doubt 
minimised greatly by the gambling operations carried 
on in connexion with opium. 

4261. I dare say you know that a great many 
commodities are sold largely by auction in the City of 
London ?—Yes, but I think the ordinary trader is the 
better seller. 

4262. (Sir J. Muir.) From your long connexion 
with the Bank of Bengal you must have been very 
much brought into contact with the leading merchants 
and traders and planters in Calcutta ?—Yes. 

4263. And I dare say you would agree in classing 
among the leading merchants, if not the leading firm 
of merchants, Messrs. Ralli Brothers ?—Oh yes, their 
transactions are enormous. 

4264. In Calcutta, Bombay and Karachi ?—Yes, they 
have agents all over the country. 

4265. A very large number of them ?—A large 
number. 

4266. I hold in my hand a paper which has been 
sent by Mr. Stephen Ralli to every member of this 
Committee ; you are aware that there is a very wide 
diversity of opinion among the importers and expor¬ 
ters from Calcutta as to what is a fair rate of 
exchange ?—Naturally the exporters like to see a 
falling exchange and the importers a rising exchange. 

4267. (Sir F. Mowatt.) Do you mean a high and 
low rate, or a rising and falling rate ?—Rising and 
falling. 

4268. ( Sir J. Muir.) It may be within your 
knowledge that some of the leading houses in Calcutta, 
such as Ralli Brothers, who are both importers and 
exporters, prefer on the whole a low rate of exchange 
because they say we cannot expect our business to go 
on largely in the importation of Manchester and 
Glasgow goods unless there is a large inland trade in 
exports which a low rate of exchange favours ?—Those 
arguments are used, but 1 cannot say that I agree 
with them. 

4269. We have been talking of your system very 
much on the basis of Is. 4 d., but I understand you 
would equally apply a lower rate of exchange, if, on 
the whole, a lower rate were found to be more 
suitable ?—Certainly. 

4270. That is to say, suppose as the result of our 
inquiries and investigations this Committee should 
come to the opinion that Is. 2d. was the proper rate, 
your scheme would work equally well ?—My scheme 
would work equally well. It would cost less, to begin 
with. 

4271. Of course you, frequently meeting indigo 
planters, tea planters, &c., will know that they feel 
that there is a heavy grievance so far as they are 
concerned by the rate being fixed at Is. 4 d. You 
have heard that stated in Calcutta ?—Yes, Their 


desire, I believe, is to have no rate fixed at all, hut 
if any rate is fixed they desire a lower rate. 

4272. The tea planters have, as you know, invested 
over a great many years a very large sum of money ; 
they themselves put it down at 20,000,0007. sterling’ 
You are aware, I suppose, that that money, being 
fixed permanently in Assam and the Dooars and 
Darjeeling and elsewhere in India, cannot be taken 
away, so that they are bound pretty well hand and 
foot. The money being there it has to be used there ? 
—That is so. 

4273. Glasgow and Manchester men, importers into 
Calcutta of Glasgow and Manchester goods, are not 
in that position. I am a merchant in Calcutta, and I 
buy goods in Manchester, and in addition to the price 
I have to pay for my yarn or cloth in Manchester, the 
other elements that come in are freight and exchange; 
freight is a fixed quantity ; and through the exchange 
banks I can fix my exchange; so that, when I have the 
selling price in Calcutta, I know exactly how the 
operation will result?—That is true, but I should like 
to say that 1 do not see how one section of a com¬ 
munity can make a profit out of a fall in exchange 
without another section of the community suffering a 
loss. You have on the one side exports from India, 
on the other side you have imports, and the Council 
bills. If exports gain by a fall in exchange, there 
must be a corresponding loss on the other side. In 
the case of Council bills the whole of the community 
loses because it is a Government loss. In the case of 
imports it is not so easy to trace the loss, but exports 
cannot gain by a fall in exchange urdess there is a 
corresponding loss on the other side. 

4274. I am talking of the individual merchant; 
take myself for instance, I am not bound to buy these 
yarns or cloths in Manchester or Glasgow, unless I 
can see a margin of profit. 1 can hold my hand and 
say I will wait till a more convenient time ?—Quite 
true. Some lose ; some gain; some neither lose nor 
gain. Still, I cannot see how you can make a profit 
out of a fall in exchange without other persons losing. 

4275. But I am drawing attention specially to the 
case of people who have invested 20,000,000/. in India 
and cannot withdraw it. I am looking at both sides 
of the question, because I am engaged on both sides, 
and as a purchaser of yarn or cloth in Manchester I 
need not go into a transaction unless I see a margin 
of profit ?—Quite true. 

4276. I may wait a month or two; my capital is 
simply lying dormant. But as regards the tea, coffee, 
and indigo planter, his money is sunk out there per¬ 
manently, and if the rate of exchange is put up in an 
arbitrary manner, whereby his trade becomes unre- 
munerative, he cannot help himself; he cannot allow 
his estates to run wild, or his money would be all 
gone ?—But on the other hand there has been a great 
fall in exchange, and it is the other side that have 
been the great losers, in the case of India. 

4277. You are aware that, a great many companies 
were formed a few years ago when the rate of 

exchange was between Is. Id. and Is. 2d. ?_But 

those people must have had information that it was the 
intention of the Government of India, to fix sterling 
at Is. id.; at least if they had not definite informal 
tion they must have known that that was probable. 

4278. We both know a great deal about India, but 
my impression is tlqat the people who went into these 
companies had no expectation of the rate being fixed 
arbitrarily at Is. 4c?., or they would not have put their 
money into the companies ?—I know, of course, that 
hopes have always existed among certain sections of 
the community, that Government would be unable to 
fix exchange, and that India would be driven back to 
a silver standard. 

4279. That opinion was held by the importers from 
Manchester and Glasgow and the exporters of wheat, 
jute, and other produce. They did not think that 
Government could possibly fix in an arbitrary way a 
Is. 4 d .rate ?—That opinion was very generally held. 

4280. Reports of Tea Companies and other com¬ 
panies are coming out just now, showing losses com- 
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pared with recent years, and causing disappointment 
to a large number of investors in England, Scotland, 
and Ireland. Now, you are a practical man, and 
know the subject, perhaps, better than any one of us. 
There is a special hardship, as regards the class of 
investors in this country who have, sunk their money 
permanently in tea, coffee, indigo, and so on, as com¬ 
pared with the merchant, who need not buy his cloth 
or yarn unless he sees a margin of profit. Is not that 
so ?—That is true, but you cannot gain by a fall in 
exchange without others losing, in the same way that 
you cannot gain by a rise in exchange without others 
losing. That is my answer to that argument. 

4281. But if the cases are on all fours-?—I do 

not think those you have mentioned are on all fours. 

4282. These large companies who have sunk 20 
millions in tea, and so many more millions in other 
things—they must go on cultivating their estates, or 
their capital is gone. You have lots of jute mills in 
Calcutta. Now, a jute mill may not pay, but still the 
owners of tho mill go on, in hope that times may 
change?—It is quite true, as you have put it, that the 
merchant, the middle-man. in connexion with the 
Manchester and Indian trade, doe? not lose, as the tea 
or indigo planter would lose, by a fall in exchange. 

4283. Because he dees not need to go on with his 
business if it is not profitable; he has his capital on 
this side?—No doubt. 

4284. (Sir F. Mowatt.) I am only going to ask a 
single question on the point Sir John Muir has raised. 
He pointed out that planters have sunk much capital 
in India. That capital has been sunk gradually, 
during a good many years ?—Yes. 

4285. Part of it was sunk when the exchange was 
at least where it is now ?—Yes. 

428G. Then came a time when it was possible that 
the Government might be unable to support the rupee 
at Is. 4 d. ?—Yes. 

4287. The planter, as was perfectly within his right, 
speculated on whether that was possible, and he 
invested his money in tho hope that it would not be 
possible?—Yes, so it is said. 

4288-9. Therefore, it was a perfectly legitimate 
speculation, pitting his foresight against that of the 
Government; as it turns out, Government were right, 
and he was wrong. That is a legitimate speculation, 
with a legitimate result ?—Yes. 

4290. Now, when you come to compare the planter, 
is not the planter properly comparable with the pro¬ 
ducer in England ?—Yes; they are both producers. 

4291. And the manufacturer in England benefits 
by the higher rupee in the same way as the planter 
loses by it ?—Yes. The loss on the one side must be 
equalised by a gain on the other. 

4292. And it is practically the same thing with 
the consumer in India, the wearer of piece goods that 
go out there ?—Yes. Other things being equal a rise 
in exchange must make European products cheaper 
in India. 

4293. (Chairman.) Suppose the intrinsic value of 
the rupee had not altered; how would that have 
affected trade—suppose there had been no disturbance 
in exchange ?—Suppose bimetallism had continued to 
exist, I should think that would have been desirable 
all round. 

4294. I want to see how it would have affected the 
planter, say, of indigo or tea. What I understand 
you to say is, that it is a great advantage to him to 
have to sell his goods with a falling exchange ?— 
Certainly. It is a temporary advantage. I always look 
upon these things as lasting'as loag as exchange falls, 
and possibly for some time afterwards. 

4295. But suppose exchange had remained at what 
it was, at a reasonable figure, say Is. 8 d., and had 
been fixed at that figure ?—Stability of exchange is 
desirable all round, I think. Fluctuations in exchange 
bring temporary gain to one section of the community, 
hut they cause a corresponding loss to other sections. 
These unjust profits are temporary ; whereas the ample 
flow of capital which stability of exchange brings is a 
permanent stimulus, and is beneficial all round. 


4296. But does not a portion of the gain arise from 
the increase in the number of rupees which is received 
for the same description of goods at a certain gold 
price ?—Yes. On the other hand, of course, there is 
the fall in sterling prices that so often follows a fall 
in exchange. It is the general opinion, I believe, 
among the mercantile community in India, that a fall 
in exchange leads to a fall in sterling prices. Of course 
that is an intricate point, and you have high authorities 
on both sides. I, myself, agree with Professor 
Nicholson—his argument, I think, has never been 
answered—that it is the ease that a fall in exchange 
lowers the sterling price of Indian products. 

4297. Has not the tea planter gained by receiving a 
larger i: umber of rupees, his wasres remaining the 
same ?—Certainly, except when the fall in exchange 
lowers the gold price of tea, and he will gain by a 
further fall in exchange; that I frankly admit, but 
Government and importers pay a larger number of 
rupees. It is an unjust gain. 

4298. Now, one word on Mr. Probyn’s scheme. 
Mr. Probyn proposes, as l understand, “ to establish 
“ a reserve of gold in India; but, in order to pre- 
“ vent the gold passing into circulation and dis- 
“ appearing into hoards (an object which Mr. Lindsay 
“ also has in view), he proposes that gold should not 
“ be coined, but that it should be kept in stamped 
“ bars of a high value”?—Yes. I am familiar with 
the scheme. 1 approve of the Government of India’s 
view, that these gold bars might pass into hoards. 
Were gold bars in India interchangeable with rupees, 
it might be considered safer, looking to the intrinsic 
value of gold, for hoarders to hold these gold bars; 
they would be equivalent to money, being always ob¬ 
tainable for money and convertible into money at a 
fixed price. 

4299. Then you think the same objection can be 
urged against. Mr. Probyn’s scheme as you nrge 
against that of the Government of India ?—Yes. 

4300. It would not be so great, because there is a 
difference between gold bars and easily circulated 
gold coins; there is a greater difficulty in disposing 
of gold bars ?—In my opinion Mr. Probyn’s plan 
would be very ranch cheaper than the Government’s 
plan, but still it is open to the objection as to 
hoarding, and to all the objections I have raised to 
locating the gold reserves in India. You have to deal 
with three demands for gold; for use in foreign pay¬ 
ments, for internal circulation, and for hoarding. I 
propose that Government should take one step at a 
time, and deal in tho first place with the one demand 
that can be separated from the others, and must be 
met in order to fix exchange, viz., the demand for 
foreign payments. It is difficult to estimate how much 
gold will be required for tho internal circulation, and 
hoards. The demand for foreign remittances is smaller 
than either of the others, and it is prudent, in attempt¬ 
ing to solve a difficult problem of this kind, to proceed 
by one step at a time. 

4301. But you do contemplate their taking another 
step ?—I believe it will be found after a few years’ 
experience that this system of currency is so elastic, 
and it meets all Indian requirements so well, that 
tho Government will adhere to the system, and make 
no change. It will employ the minimum quantity of 
gold, and the maximum quantity of silver, consistent 
with an exchange level of 1*. 4 d. 

4302. Then you do not contemplate an ultimate 
gold currency ?—I do not. 

4303. You have used the words, especially in 
quoting the precedent of 1819 and other precedents, 
that they were “ preliminary to a gold currency ” ?— 
Certainly, but I agree with Ricardo that a system of 
currency of this kind would answer all purposes, and 
is economical. At the same time, I would like to 
point out that, if you contemplate going on a gold 
currency system later on, this is one step in that 
direction. If, as the Government of India estimate, 
the Indian currency requires au annual addition of 3£ 
crores rupees, and if, as I estimate, the token rupee 
can be supplied at a profit of 45 per cent., the scheme 
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will yield a profit of over one million a year, which, if 4304. In other words, this would facilitate the 
allowed to accumulate, might form a fund for use in creation of a gold currency, if it were ultimately 
establishing a gold currency in future. thought to be desirable ?—Yes. 

The witness withdrew. 

Sib Henri Waterfield, K.C.S.I., C.B., and Mr. E. R. Cave Browne, C.S.I., called and examined. 

(21st June 1898.) 


4305. ( Sir D. Barbour, to Sir Henry Waterfield.) 
You are the Financial Secretary to the India Office ? 
—Yes. 

4306. (To Mr. Cave-Browne.) You are the Ac¬ 
countant-General to the India Office?—Yes. 

4307. (To Sir Henry Waterfield.) You have put 
in a memorandum showing the various methods that 
have been adopted at different times for effecting 
remittances from India ?—Yes. 

4308. That memorandum will be printed in the 
Appendix to the evidence. W ill you explain to the 
Committee, orally, how remittances are effected from 
India at the present time ?—The Secretary of State 
in Council, who is usually represented by two 
members of the Council of India, sells bills at the 
Bank of England, having previously announced that 
tenders for a specified amount will be received, and 
that the allotment will be made to the highest bidders. 
This takes place once a week—every Wednesday. 
Unless there is some special reason, the amount that 
has been announced is allotted regularly in that way ; 
but power is reserved under the advertisement, of 
which I will put in a copy if desired, to withhold any 
sum, so that it is not imperative that the whole amount 
advertised should be sold. On the other hand, if 
thought fit, the Secretary of State has the power to 
sell more in the shape of telegraphic transfers, although 
in practice it is very rare to give more than has been 
announced beforehand. After the allotment has been 
made, both bills and telegraphic transfers arc sold at 
rates above the price at which the bills have been sold, 
provided that the whole allotment has been made. 

4309. (Sir F.Moicatt.) After the bills have been sold, 
what more can be done in the same week ?—Further 
bills or telegraphic transfers are sold, the Secretary 
of State engaging that, if the whole amount advertised 
has been allotted, no more shall be sold except at a 
higher price. 

4310. (Sir J. Muir.) May he not accept more than 
he at first indicated that he wished tenders for ?—'Not 
in the case of bills. Tlio advertisement fixes the 
amount of bills, but it says that telegraphic transfers 
may, if desired, bo issued beyoud that. A good many 
years ago it was the. practice occasionally to issue the 
telegraphic transfers at the public sales in addition to 
the hills, but for seven or eight yca ,- s, it not more, it 
has always been the practice to issue only the amount 
of bills and transfers that were advertised, excepting 
when, for the convenience of allotment, perhaps a 
small amount more may be given, to prevent incon¬ 
venience. 

4311. (Sir F. Mowatt.) Are these bills expressed 
in rupees ?—Yes. 

4312. Bills for rupees sold in what is practically an 
open market once a week ?—Yes. 

4313. (Sir D. Barbour.) With an arrangement 
that intermediate sales may be made ?—Y es. 

4314. But the intermediate sales are at a somewhat 
higher price if the full amount advertised has been 
already sold ?—Yes. 

4315. Practically the bills are put on the open 
market. The Secretary of State does not draw bills, 
unless when he wants money, that is to say, unless 
with the object of meeting disbursements in this 
country ?—Certainly, that is the object. 

4316. And he could not for any length of time 
refuse to sell bills unless he was prepared to borrow 
in this country ?—That is so, unless his cash balances 
were very large otherwise. 

4317. He has got to take the market rate in the 
long run F —Certainly. 


4318. (Mr. Campbell.) Do you find by experience 
that tho system now adopted ensures fair competition 
for the bills ?—Yes. 

4319. In advertising the amounts for tender, I 
think, the Government adjust the weekly amount 
offered during the year to the trade requirements 
from time to time ?—Yes, as far as they are able to 
do so. 

4320. In the busy season they generally put up for 
sale a larger amount of bills weekly, and then during 
the slack season they rather reduce it ?—That is the 
practice. 

4321. Have you any return showing the rates 
ruling in India at the time of the sales of Council 
bills ?—The rates are telegraphed to us daily if there 
is any change, and the members of the Council who 
aro selling the bills have before them the rate of the 
day on Wednesday. 

4322. I suppose that statement would indicate 
whether the Council gets fair rates for its bills, or 
whether the hills go below their value?—Yes, we 
cannot always accept the rate which is telegraphed, 
and which is probably not the rate for a large amount, 
as being one at which it would lie reasonable to expect 
to sell 40 or 50 lakhs ; some allowance has to be made 
for the amount that is being put on tho market at the 
time. 

4323. Would it be possible to put in a return 
showing the rates obtained on Wednesdays for 
Council bills, and alongside of that the rates tele¬ 
graphed from Calcutta on the same day ?—Yes; I 
have it in a book here. For what time would you 
wish it ? 

4324. Perhaps for the last 20 years ?—That would 
be rather a long business. 

1325. Then say for the last four or five years. It 
is merely to show whether the Council gets fair rates 

as compared with the real value of the bills?_Very 

well, I will put in such a statement. 

4326. (Sir F. Moicatt.) Meanwhile, can you 
answer from your experience whether that is so ?— 
Yes. If you will allow me, I will read the figures 
for the last few weeks to give you an idea. This is 
the 1st April 1S98. The transfer rate telegraphed 
from Calcutta was Is-. 3-Jrf. The average price at 
which wo sold bills was Is. 3 {■$«?., and transfers, 
Is. 3 l')d. On the 27t,h April the rate telegraphed 
was Is. 4 5 ’jC?. ; then we sold rather low—Is. 3| sd. 
for bills, and Is. 4 d. for transfers. On the 11th May, 
Is. id. was the rate, and we sold bills at Is. 3-J-Jrf., 
transfers at Is. 4.fid. I think we may say that in 
practice we sell bills at rather less than the tele¬ 
graphed rate from Calcutta, and transfers generally 
a trifle over. 

4327. (Mr. Campbell.) Of course, bills are not 
worth so much, because they take two or three 
weeks to get out, whereas telegraphic transfers give 
you the cash at once ?—That is so. 

4328. Then the Council sella intermediary amounts 
—between tlie weekly sales—at a higher rate ?— 
Yes. 

4329. Bnt it is not bound to do so, is it?—No, it 
is at its option. 

4330. There have been occasions when the Council 
have held out for higher rates than the market was 
inclined to give ?—That is so. 

4331. And sometimes they stop the sale of their 
bills for some time in consequence ?—The sale of the 
bills has occasionally been stopped in consequence. 

4332. I think the last occasion on -vyhich this was 
done to any extent was in the latter half of 1893 
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was it not P—In the latter half of 1893 the Council 
held out for a minimum rate, but the sale of bills was 
stopped owing to the famine last year also. 

4333. They did not sell their bills because they held 
out for a minimum rate ?—What I mean is that the 
sale of bills was stopped altogether at the end of 1897, 
because the cash balances in India would not permit 
of their sale. 

4334. But at the time I speak of, in 1893, the 
Council did not sell bills because they insisted on a 
minimum which the market would not give ?—That 
is so. 

4335. Was sterling borrowing made necessary by 
the cessation of those bills ?—Yes. 

4336. Have you any idea to what extent sterling 
has been borrowed since the closing of the mints, to 
enable the Council to hold out ?—I should not admit 
exactly that the sterling was borrowed to enable the 
Council to hold out. On the closing of the mints it 
was held that, if the bills were not sold below a certain 
rate, the market would be obliged to buy the bills at 
that rate. The consequence was that the remittances 
were not effected, and it became necessary to borrow. 
But all through the time it was open to tlie market to 
take the bills, and once now and then they did so when 
the occasion for remittance at the minimum rate 
arose. There was a deficiency to meet the net dis¬ 
bursements in 1893-94 to the extent of about 
millions, and practically that was met by borrowing. 
The total increase of debt in that year was £7,430,000, 
but the amount by which the remittances foil short 
of the net disbursements, was £6,588,000. 

4337. You would consider that as representing the 
amount that was covered by sterling borrowing ?— 
Yes. 

4338. ( Sir F. Mowatt.) For what time was that 
money borrowed ?—It was permanent borrowing; it 
was at first temporary borrowing, but eventually it 
was made permanent. 

4339. (Sir J. Muir.) Thus enhancing the interest 
to be met annually by India in London ?—Yes, that 
is so. 

4340. (Mr. Campbell.) The Council drawings have 
shown a gradual tendency to increase in amount, have 
they not?—Yes. 

4341. I suppose a good deal of that is due to the 
increase in the sterling debt ?—Yes. 

4342. It represents the larger amount of interest 
necessary to remit from India to meet the service of 
the sterling debt ?—To a considerable extent it does, 
but not entirely so. 

4343. Can you give us any idea how much the 
normal drawings have increased during the last 20 
years ?—There was a very considerable rise 20 years 
ago. In 1875-76 and 1876-77 the bills were 
12,390,000/. and 12,696,000/.; but, taking the period 
of 20 years which you have mentioned, in 1878-79 it 
was 13,949,000/.; in 1879-80 15,262,000/.; and in 
1880-81 15,240,000/. ; in 1881-82, which was an 
exceptional year, it was 18,412,000/., the highest 
amount that we have ever sold. 

4344. That was due to some exceptional circum¬ 
stance ?—Yes, there was an unusual demand for bills, 
owing to which it was found possible to discharge 
debt. 

4345. (Mr. Le Marchant.) It has been suggested 
in the course of our inquiry, I think, that the 
Secretary of State might sell much more freely during 
the busy season and correspondingly reduce sales of 
Council bills during the 6laek season ; what, from your 
experience, would you say as to that ?—It is the 
practice to do so. I have taken out a statement for 
the last 20 years, and I find that the proportion in 
every year from June to November is about 40 per 
cent., and from December to M ay 60 per cent. 

4346. I rather understood the suggestion to be 
that a much greater difference might bo made than is 
made, what do you say to that ?—I think there is 
a danger, if we announced our readiness to sell, week 
by week, considerably more than 60 lakhs of rupees, 
which is the amount usually now put on in the height 


of the export season, that we should depress exchange 
very much, and that, although the market might tender 
bills to a larger amount, they would only do 
so at a relatively low rate, and that the object would 
be rather defeated—that in the long run we should 
not remit at so favourable a rate as we do at present. 

4347. In some recent years the amount sold even 
in the busy season has not been up to a very high 
average in certain weeks, I think ?—No, in the years 
1895-96 and 1896-97, the variation in the latter year 
being due to the famine, the sales from December 
to May were absolutely less than from June to 
November; but those are the only two years in which 
that has occurred. 

4348. The existing system may be taken to be 
based on general principles that the trade understand ? 
—I think so. 

4349. Do you view it as important in these trans¬ 
actions that as far as possible the expectations formed 
by buyers from their experience should be taken into 
account; that is to say, that you would avoid what 
might be called capricious changes ?—Yes, I think 
so ; but I perhaps ought to mention that it is open to 
the market to take much larger amounts, if they are 
willing to give a rather higher price, by intermediate 
sales, and there are many instances of very large 
amounts being sold. Looking back to J 882, on one 
occasion in a single week 190 latchs were sold; it was 
just after one of the times to which Mr. Campbell 
referred, when we had been holding out for a mini¬ 
mum rate and not selling freely. Including that sale, 
there were 1,041 lakhs sold in 11 weeks, which is very 
nearly an average of 100 lakbs a week for the best 
part of three months. There are many cases in which 
we have sold over 100 lakhs, and there are more than 
30 in which we have sold as many as 80 lakhs in a 
week. 

4350. So that if a trade demand shows that, remit¬ 
tances are required, so far as possible the Secretary 
of State provides it ?—He does. 

4351. It has been suggested at times that the 
Secretary of State should sell telegraphic transfers in 
preference to Council bills, on the ground that a better 
exchange rate is obtained by him, and possibly that 
the rupees the Government of India disburses are not 
bearing interest in the cash balances in India. What 
do you think would be the effect of practically dis¬ 
carding bills and giving a preference to transfers ?— 
I am not able to say what it would be; I can only 
give an opinion upon it. My view is that it. would 
result in the demand for bills being removed from the 
competition; that banks and merchants who wished 
to supply themselves with bills would look to other 
means of remittance, such as mercantile bills, and 
the demand for the Secretary of State’s bills would be 
limited to that of persons requiring immediate remit¬ 
tance by telegraphic transfers, anil the result of the 
removal of that competition would be that we should 
get for the telegraphic transfers only the rates that we 
should have otherwise obtained for the bills. We should 
rather bring down the telegraphic transfer rate to the 
bill rate than raise the bill rate to the telegraphic 
transfer rate. 

4352. (Sir F. Mowatt.) You mean you really now 
supply the full demand for telegraphic transfers ?— 
Yes. 

4353. (Mr. Le Marchant.) But on general prin¬ 
ciples you endeavour to meet the wants of your 
customers, and upon a regular system ?—Yes. 

4354. (Sir D. Barbour.) When the Secretary of 
State did not draw the full amount of the bills in 1893, 
and rupees accumulated in the Indian Treasury, what 
became of those rupees ?—To a great extent they were 
used in the development of railways. 

4355. Used in the construction of railways ?—Used 
in the construction of railways in India. 

4356. Do you happen to remember the reason why 
so much was drawn in the year 1881-82 ? Was that 
the year in which about one million sterling of 
English debt was paid off ?—There was a large dis¬ 
charge of debt, to the extent of nearly four millions. 
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4357. But I am thinking of an actual paying off of 
debt?—You mean the one by the Commission for the 
reduction of debt. That was rather later. The case 
to which you refer was when they remitted 1,001,3931. 
at the end of 1882-83, which was applied in 1883-84 
to the purchase of 990,000/. India debentures and 
3,584/. India 4 per cent, stock. 

4358. Is that almost the only occasion on which 
sterling debt was reduced out of revenue or by 
remittances from India ?—Yes, out of revenue, by 
remittances from India ; that is to say, to any great 
extent. 

4359. You have put in certain statements. Will 
you look at the list of statements on the first page, 
and say how many of them you put in ?—The first 
nine, including 9A, 9B, and 9C, are put in by Mr. Cave 
Browne or myself. I am responsible also for those 
numbered 10 to 17, but they are mostly taken from 
Mr. O’Conor’s own book, so that perhaps they may 
be considered as put in by him and me jointly. 

4360. There is one point I should like to ask you a 
few questions about I wish to attempt to settle as 
accurately as we can what might be called the amount 
of the normal drawing of the Secretary of State as the 
present time. I thought that that might be done most 
conveniently by asking you a few questions with 
regard to the estimate of expenditure and disbursements 
in England in the present year. There is a column 
headed “ Net disbursements excluding discharge of 
debt and all capital transactions.” That shows that 
the Secretary of State required for that purpose this 
year 16,595,800/.?—Yes. 

4361. Then there is a further column “ Capital out¬ 
lay on railways and irrigation works ” for which he 
required this year, or is estimated to require, 
1,119,900/. ?—Yes. 

4362. Then in connection with “Net receipts from 
or withdrawals by railway companies on capital 
account ” he required 943,000/. ?—Yes. 

4363. The total of those three items is 18,658,700/. ? 
—That is right. 

4364. That is the total sum he would require for all 
purposes, according to the estimate for the current 
year ?—Yes. 

4365. The amount estimated to be drawn from 
India is 16,118,000/. ?—16,000,000/. to be drawn by 
bills and telegraphic transfers, and 118,000/. to be 
received from the Imperial Government in this 
country. 

4366. Under what head does that come ?—That is 
in table 9 a. 

4367. Is not that included under the head “Net 
disbursements ” ?— No ; 9a gives the detail. 

4368. Is this it: “ Repayment of miscellaneous 
“ advances in India on account of the Imperial 
“ Government ” ?—That is 108,000/., and there is a 
small sum of 10,000/. for the Mombassa expedition. 

4369. So that the Secretary of State will require 
about 2,500,000/. more than lie expects to draw from 
India ?—Yes. 

4370. That amount is intended to be met by borrow¬ 
ing ?—Yes. 

4371. Now the total amount that he had to pay 
away was 18,657,800/. ?—That is so. 

4372. That includes capital transactions on account 
of railways ?—It includes them. 

4373. It includes all capital transactions ?—Quite 
so. 

4374. So that it would not be fair to take that 
sum of 18,658,700 as what I might call his ordinary 
requirements?—I am not quite sure that you can 
exclude the withdrawal of capital by railway com¬ 
panies, because in previous years be has received the 
money for that payment. 

4375. I am trying to make out how much the 
Secretary of State would require to draw this year 
from India in order to meet his ordinary liabilities, 
excluding capital transactions ?—Excluding capital 
transactions, that amount of 18,658,700/. is more than 
he would inquire; and, if you exclude all capital trans¬ 
actions, you c >me back to the 16,595,800/. 


4376. But these figures, 1,119,900/. and 943,000/., 
in connection with the payments for railways, I think 
include the expenditure entered under what is called 
the Capital suspense account ” ?—Yes. 

4377. And I understand that this expenditure is 
mainly, if not altogether, expenditure on stores in this 
country which are required for railways in India ?— 
Yes, almost entirely. 

4378. If these stores are required we will say for 
the construction or the substantial extension of railways, 
their cost is ultimately charged to capital ?—Yes. 

4379. If on the other hand they are required to 
replace stores the cost will ultimately be charged to 
revenue account ?—Yes, if it is for maintenance and 
so forth. 

4380. New rolling stock, new engines, and so 
forth, required to replace those which are worn out ? 
—Yes, if it is merely a replacement, not an improved 
type of engine. 

4381. Is it possible for you to say how much of 
these two sums is ultimately charged to capital 
account and how much to revenue ?—No, I have 
tried to trace that, but I cannot give it. 

4382. If we could ascertain the amount ultimately 
charged to revenue, we could get, approximately at any 
rate, the normal drawings of the Secretary of State, 
excluding capital transactions ?—Yes. 

4383. The amount to be added in that way would 
be something substantial, no doubt?—Yes, certainly, 
from half a million to a million, I suppose, at any rate. 

4384. If it were from, half a million to a million, 
the normal drawings at the present time, excluding 
capital drawings, would come to from 17 millions to 
17£ millions sterling, being the sum of 16,595,800/. 
which we first dealt with, plus a further sum of from 
500,000/. to 1,000,000/.?—I think so. 

4385. Then you have put in certain other state¬ 
ments. One is “ Statement of receipts and disburse¬ 
ments of the Home Treasury,” which goes into some 
of the details. It is for 1897-98, and for the Budget 
of 1898-99. I do not know whether you wish to 
offer any explanation with regard to it, or to make 
any remarks. It gives more details than are given in 
Tables 9 and 9a ?—That is the one from which I have 
been speaking. I have nothing more to say about it. 

4386. Then there are two other statements. One, 
“ Statement showing the total amount of the sterling 
“ payments made in this country in each of the 20 
“ years from 1878-79 to 1897-98, on account of 
“ interest and annuities ; the apportionment of those 
“ payments to railways and irrigation works and to 
“ interest on ordinary debt, on an assumption that the 
“ amount of all capital outlay on such works has been 
“ borrowed in this country ; also their equivalent in 
“ Rx. at the average drawing rate of the year.” Have 
you any remarks to make as to that statement ? 
—That is a statement prepared by the desire of the 
Chairman of the Committee; and, as the title explains, 
it is based on an assumption, which is that all payments 
in England for capital stores have been met by 
borrowing in this country. The policy of the Secretary 
of State in 1868, when the Government first entered 
on the system of constructing State railways, was 
that the capital charge should only be met by borrow¬ 
ing effected in India. So far as the despatches go 
that has been the normal policy, although on certain 
occasions it has been impracticable to pursue it, 
and resort has been had to borrowing in this country. 
But, as it happens, the figures work out so as to 
show that the increase of the ordinary debt and the 
amount of capital outlay are very nearly equal; and, 
therefore, it is perhaps a not unreasonable assumption, 
to say that the capital outlay has, in fact, been met by 
sterling borrowing. If that view is taken, then it 
must be held that the expenditure on other exceptional 
transactions, such as war or famine, has been almost 
entirely met in India. 

4387. I understand the state of affairs to be this, 
money was raised in India or provided from revenue 
or in some other way ?—Yes. 
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4388. And, in addition, money was provided in 
this country by sterling borrowing ?—Money has been 
provided in tins country by sterling borrowing in 
addition. 

4389. But the guaranteed railways provided it 1'— 
Yes, to a certain extent. 

4.390. This includes guaranteed railways ?—No, 
this is entirely outlay for State railways. 

4391. Only State railways ?—Only Shite railways. 

4392. But surely this includes State railways that 
became State railways by being purchased from the 
guaranteed railways ?—So far as there has been 
outlay on them since the purchase. 

(Mr. Cave-Broivne .) And also when there has 
been specific debt raised in this country by means of 
which we purchased them. 

4393. (To Sir Henry iVaterfielcL) The net result 
is that the total addition to debt in this country is how 
much ?—The total increase of debt in 20 years is 
03,598,000/. sterling, and the total debt assumed to 
have been incurred by productive public works, adopt¬ 
ing the method in which the Chairman desired that 
the statement should be prepared, is (51,030,000/. 
Mr. Cave-Browne reminds me that I perhaps ought 
not to say that the Chairman desired to have it in 
this form ; he asked to have a statement prepared, 
and this was the nearest approach we could make to 
the statement he desired. 

4394. Then there is a further statement “ showing 
<; the amount of Indian sterling debt at the com- 
“ mencement and close of each of the 20 years from 
“ 1878-79 to 1897-98, the increase or decrease in 
“ each year, and the portion of that debt contracted 
“ for railways and reproductive works, on the 
“ assumption that the amount of all capital outlay on 
“ such works in England has been borrowed in this 
“ country ” ?—That is one of the statements from 
which I have been speaking. It shows the increase 
or decrease annually, and the total increase at the 
foot. 

(Mr. Cave-Brownc.) The one is a statement of 
debt, and the other is a statement ol the interest on 
the debt. 

4395. ( Sir J. Muir to Sir Henry Waterficld.) 
The interest on the debt at what rate ?—At the rate 
that was paid on each class of stock existing during 
the year. It gives the charge at the rates actually 
paid during the year. 

4396. (Sir D. Barbour.') I think you had some 
figures prepared to show the charge for exchange ?—I 
do not know that I can do better than refer to the 
statement of income and expenditure which is pre¬ 
sented annually to Parliament. It is entitled 
“ Return of the net Income and Expenditure of 
“ British India, under certain specified Heads, for 
“ the 11 years from 1886-1887 to 1896-97.” It 
shows under each group of heads in the account the 
charge for exchange on the net sterling expenditure. 
Taking the figures for the last year, 1896-97, the 
amount is 10,222,256/.; but there are three other 
directions in which the expenditure of the year is 
affected by the rise or fall in the rate of exchange. 
First of all, the pay of the European soldiers was fixed 
in 1874 in Indian money at rates based on the con¬ 
version of the rupee at Is. lOJe/. In 1884 the 
subject was reconsidered, and it was held that they 
ought to receive the equivalent in rupees of the 
sterling sum for which they had made their engage¬ 
ment, at approximately the rate of exchange for the 
year; and this has been carried into effect since that 
date. The additional payment to the British troops 
on this account in 1896-97 was Rx. 1,103,200. 
Then secondly, when the mints w r ere closed, and it 
became clear that the action of the Government 
would prevent the gold value of the rupee rising above 
a certain point, it was deemed necessary to give the 
European officers some compensation. Roughly 
speaking, it w T us held that on one-half of the pay 
there was no need to give any, as it might be deemed 
to be the amount spent in India ; but that the other 
moiety might be viewed as requisite for remittance to 
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England in support of the officer’s family or for Sir H. 
saving and investment in a manner which sooner or Water fold, 
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remit to England one-half of his salary at Is. 6d. per - 

rupee, the sum so held available for remittance in no 21 Juue 1898, 
case however to exceed 1,000/. a year. Every quarter 
au order is published giving the rate of exchange 
and the corresponding percentage on salary which 
is to be allowed during the next three months in 
order to admit of this compensation. In the year 
1896-97 the exchange compensation allowance 
amounted to Rx. 935,176. Then, thirdly, the 
Government is under various engagements by which 
it receives money in one currency, on condition that 
it pays the equivalent at fixed rates in the other 
currency. Such are the transactions with railway- 
companies, postal and money orders, emigration bills, 

&e. There is always a gain or loss in these payments, 
which is entered in the accounts as exchange on 
remittance transactions. In the year 1896-97 there 
was a gain of Rx. 144,233. The net result, there¬ 
fore, of the four items—the exchange on net sterling 
expenditure,,in the pay of the European soldiers, in 
compensation allowance, and on remittance transac¬ 
tions—was a charge for exchange of Rx. 12,116,399. 

4397. That is as compared with what the charge 
would have been if exchange had been 2s.? —Not 
exactly that. 

4398. But in the case of the bulk of the expenditure 
that will be the case ?—In regard to the exchange on 
the net sterling expenditure, which forms the bulk, it 
is the amount -which must be added to the sterling 
figure in order to obtain the number of Rx. that it 
costs to defray it. It is not correct to call it the 
loss by exchange, but it is the addition which has to 
he made under the heading of exchange, in order to 
convert the amount of sterling into the corresponding 
amount of Rx. 

4399. Can you give any estimate of what the addi¬ 
tional eharge would be roughly if the exchange were 
to fall It/.?—Do you mean by only Id. from 1.5. 4<7, to 
Is. 3d., or at what level do you take the fall of the 
penny ? 

4400. It is merely to indicate the effect on the 
finances of a rise or fall in the exchange. Of course 
the charge varies with the level of the exchange, hut 
you might take the estimated rate this year, or take 
Is. id. to Is. 3d., that is quite enough ?—The cost of 
1,000/. remitted at Is. 4 d. is Rx. 1,500. If remitted 
at Is. 3d. the cost is Rx. 1,600, and the increase is 
about 7 per cent. 

4401. But what I would like to get, and it would 
be convenient for the Committee to get, would be a 
total figure showing about how many more rupees the 
Government of India would have to find under present 
conditions if the exchange fell from Is. id. to Is. 3d. ? 

— At the rate of Is. id., 16 millions sterling cost 
Rx, 24,000,000. At Is. 3d. 16 millions sterling is 
equivalent to Rx. 25,600,000. The additional charge 
in consequence of the fall from Is. id. to Is. 3d. on 
a remittance of 16 millions sterling is Rx. 1,600,000. 

4402. And if you made a similar calculation for all 
the other items the total would be considerably more 
than that, would it not ?—Do you refer to a remittance 
of 18 millions. 

4403. If you take the exchange compensation 
account, and the pay of British soldiers, and so on, 
it would be more?—Oh yes, it would he more un¬ 
doubtedly. 

4404. I do not know whether it is possible for you 
to make the calculation ? — Not exactly, but I can 
give it roughly. 

4405. It is over Rx. 2,000,000 I think ?—Without 
difficulty I think I can show you what it cost in the 
year w-hen the rate was about Is. 3d. 

4406. The circumstances change from year to year. 

I would like you to take the estimates for this year 
and calculate the additional number of rupees required 
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at Is. 4 d. as compared with Is. 3d. Can you give 
the Committee an idea of what effect the rise or fall 
of exchange has on the finances ?—Yes, I think it 
may he taken at from Ex. 2,100,000 to Ex. 2,200,000. 

4407. (Mr. Campbell .) One question as to the 
so-called loss by exchange. I see there is au item of 
Ex. 4,240,340 expended on stores. Does that really 
mean an expenditure in London of 4,240,340/.?— 
No. That is in Ex. It is the value in tens of rupees 
of stores imported into India. The sterling expen¬ 
diture would not be nearly so much as that. 

4408. Then the exchange is added to the sterling 
amount so as to bring it into rupees ?—It is not quite 
accurate to say that the exchange has been added. It 
is the value of the stores as shown on the invoices 
when imported into India. There would be a con¬ 
siderable difference between the sterling price and the 
rupee price. 

4409. So that in sterling it would appear at some¬ 
where under 3 millions ?—Yes. 

4410. Then as regards the sterling loans, which 
have been raised during the last five years, amounting 
to somewhere about 20 millions altogether ?—About 
17 millions. 

4411. The interest on that would amount to 
something not far from 600,000/. How would you 
deal with the loss by exchange there ?—I do not 
quite follow the question. There is no loss by 
exchange. In the payment of interest on sterling 
debt—you must allow me to correct you—there is 
no loss by exchange, but the exchange arises on the 
remittances from India to pay that interest, which 
is one of the largest items of disbursement in this 
country. 

4412. The exchange on that 600,000/. at Is. 4 d. 
would be roughly about 30 lakhs ?—Yes. 

4413. Seeing that exchange has never been over 
Is. 4 d. since that money was borrowed, would it not 
follow that there has been no loss by exchange at all ? 
—Your point is that the capital which that represents 
has been remitted to India at Is. Ad., and that the 
bills necessary to pay the interest have been drawn 
at Is. Ad. 

4414. Exactly ?—There is no loss by exchange in 
such a case. Assuming that the debt was raised at 
3 per cent., the remittance to pay the interest would 
be exactly 3 per cent, on the value in rupees of that 
capital. 

4415. In your accounts, would the return of that 
remittance from India figure as a loss by exchange to 
the extent of 30 lakhs of rupees ?—No, we do not call 
it loss by exchange. To turn a payment of 600,000/. 
into Ex. 900,000, you must put down in the one 
column 600,000/. and in the next column exchange 
Ex. 300,000, and the total is Ex. 900,000 ; but it is 
not correct to say that that Ex. 300,000 is loss by 
exchange. 

4416. But is not that Ex. 300,000 included in 
Ex. 12,000,000 that you gave before ?—As exchange, 
but not loss by exchange. I am anxious to make that 
clear. 


would use. Sou call it the number that has to be 
added ; you expressly do not call it loss by exchange. 
It is very commonly called loss by exchange. I think 
that is misapprehension ?—The column in the table 
of Eevenue or Expenditure is headed simply “ Ex¬ 
change ”; and the only case in which it is accurate to 
speak of the amount of the Exchange as a loss, or, as 
is more usual, a gain, is in respect of the entry under 
the heading “ Exchange,” in the group entitled “ Mis¬ 
cellaneous.” That is a real gain or loss. 

4418. Will you read that particular definition ?— 
“ The column headed ‘ Exchange ’ shows, under the 
“ several heads of Eevenue and Expenditure, which 
“ include transactions in England, the exchange 
“ thereon calculated in accordance with the average 
u rate obtained for bills and telegraphic transfers 
“ during the year; or, in other words, the number 
“ necessary to be added to the figures of the trans- 
“ actions in England, to turn the pounds sterling 
“ into tens of rupees at the average rate of exchange.” 

4419. Then what is material, is the alteration from 
year to year of the number ?—Yes. 

4420. In the financial statement from India there is 
an analysis of the interest. Could you state that in 
brief form ?—The account has been a little amplified 
during the last year or two, in order to make it clear 
what was the meaning of a minus quantity being 
entered as the interest on ordinary debt in India, and 
the manner in which it is now entered I think shows 
it clearly. The interest on debt is divided between 
India, England, and exchange, in the following 
way. These are the figures for 1896-97. Interest in 
India, Ex. 3,753,460 ; England, 3,825,177/. ; Ex¬ 
change, Ex. 2,527,806 ; total, Ex. 10,106,443. Then 
there is deducted the amount which is chargeable 
to railways and irrigation works, and it happens that, 
while in England and in exchange only a portion of 
the total charged is debitable to such works, in India 
the amount considerably exceeds the total charge for 
interest. The public works are held to be liable for 
interest on their debt to the extent of Ex. 5,126,880, 
and the consequence is that the remainder, which is 
chargeable on ordinary debt, is in India minus 
Ex. 1,373,420, while in England there is a charge of 
2,630,704/. and exchange is Ex. 1,738,458, making a 
total of Ex. 2,995,742. That is the explanation of 
the manner in which interest on the ordinary debt in 
India as shown in the accounts is a minus quantity, 
the reason being that the portion charged to public 
works exceeds the total charge in India. 

4421. (Sir D. Barbour.) It is a mere formal 
charge ?—It is a formal charge in order to show how 
far outlay in India on public works keeps pace with 
the increase of debt. 

4422. (Mr. Le Marchant.) In the result it appears 
to indicate that the interest chargeable against public 
works, productive public works, exceeds the charge 
for interest so far as that portion of the debt is 
concerned ? — Yes; it only refers to railways and 
irrigation works. 


4417. (Mr. Le Marchant.) I think you have a 4423. But those are treated as returning it. It is 
definition in your (statement of the phrase that you charged against their revenue ?—Yes, 


Adjourned. 
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NINTH DAY. 


Monday, June 27th, 1898. 


Present: 


The Right Hon. Sir HENRY H. 

The Lord Balfour of Burleigh. 

Sir John Muir, Bart. 

Sir Francis Mowatt, K.C.B. 

Sir David Barbour, K.C.S.I. 

Sir Charles Crosthwaite, K.C.S.I. 

Sir Alfred Dent, K.C.M.G. 


FOWLER, (r.C.S.I., M.P., in the Chair. 

Mr. Robert Campbell. 

Mr. Everard ITambro. 

Mr. W. H. Holland. 

Mr. F. C. Lf. Marciiant. 

Mr. Robert Chalmers, Secretary, 


Mr. Thomas North Christie and Mr. William Martin Leake called and examined. 


4424. ( Chairman to Mr. Christie .) What is your 
exact description ?—I am a Ceylon tea estate pro¬ 
prietor, and I own property in Ceylon. 

4425. Do you now reside in London ?—Just at the 
present. I have just come back from the East. 

442G. You are a Ceylon resident ?—I am a Ceylon 
resident. 

4427. {To Mr. Leaked) What is your description ? 
—I am Secretary of the Ceylon Association in 
London. 

4428. {To Mr. Christie.) How many years have 
you been engaged in the tea trade in Ceylon ?—I have 
been in Ceylon 24 years. 

4429. Has the tea trade in Ceylon been established 
for more than 24 years r—No, it is comparatively of 
recent growth. When I first went to Ceylon the 
staple product was coffee, and coffee having failed tea 
became the staple product. 

4430. It is an industry which has grown very 
rapidly ?—Tt has grown very rapidly. 

4431. Can you give me any statistics as to its 
present position—the number of acres that are planted 
—and so forth ?—The acreage is probably (including 
tea acreage that is not yielding crop) between 360,000 
and 370,000 acres. 

4432. What would be the amount of lea which 
those estates would produce ?—The amount last year 
was about 116,000,000 lbs., and probably this year it 
will be a little over. 

4433. What would be the export value of that ?— 
The export value of that would be just now, on the 
average, Id. per lb. landed in London. It is difficult 
to quote it in rupee currency. 

4434. You can give it me in sterling ?—The 
average of that landed in London would be about 
Id. per lb. 

4435. The currency of Ceylon is rupees’'—It is 
the Indian rupee. 

4436. And the Indian anna ?—No. There is a 
local subsidiary decimal coinage. 

4437. What is the next coin lower than the rupee ? 
— The 50 cent piece (practically half a rupee) and 
the 25 cent piece, and the 10 cent piece. 

4438. You take the rupee as consisting of 100 
cents ?—Yes. 

4439. What is the smallest coin that you have ?— 
We have some subsidiary copper which goes down, I 
kink, to a half cent, but our smallest silver coin is 

1 cents. 

4 10. That is oue-teuth of the rupee ?—One-tentli 
•' rupee. 

What was the position of the currency and 
vlou, and wlmt was the position of the 


tea trade, prior to the closing of the mints in June 
1893 ? — The position of the currency was exactly 
that of the currency of India as you might imagine, 
and the position of the tea trade was one of great 
prosperity. 

4442. Prior to June 1S93 ?—Prior to June 1893. 
I would not confine that to the tea trade simply ; I 
would say the export business of the Colony generally. 
Tea, although the staple, is, of course, by no means 
the only industry. 

4443. We had better, I think, take first the ten 
trade singly. You say in June 1893 the depreciation 
in the intrinsic value of the rupee and the fall of 
exchange had not acted prejudicially on the tea trade ? 
— Quite the reverse. 

4444. YV ill you explain to the Committee why the 
falling rupee and the fall of exchange was of advantage 
to the tea trade ?—It was an advantage in this way. 
The prices of products that we grow, especially tea, 
are practically gold prices; they are based on their 
London selling value ; and for a given sterling sum 
the producer received with a fall in exchange a larger 
number of rupees; ho found that his expenditure 
practically hardly rose at all, and yet he received an 
augmented number of rupees and consequently 
benefited in proportion to the extra number of rupees 
that he received. 

4445. In other words, I suppose he paid the same 
wages as he paid before, but owing to the fall in 
exchange he received a larger quantity of the currency 
in which the wages were paid ?—Yes, if you assume 
that he was a wage-paying producer. Of course, 
there are many producers who are not wage-paying 
producers. If lie was a wage-paying producer he 
found that the expense of production practically 
remained the same, and that he was receiving a larger 
number of rupees than he was receiving before for a 
similar sterling sale. 

44 46. Are the bulk of the growers exporters direct, 
or is there an intermediate merchant who buys the 
crop and exports it?—The hulk is shipped to London, 
but there is a considerable Colombo buying and 
selling business. 

4447. The bulk of it is sent to London direct from 
the estate ?—Yes. 

4448. I suppose these estates arc held, to a great 
extent, by companies, or are they in private hands ?— 
I could not say off-hand what the proportion is. 
There arc a large number of companies, but the bulk 
of the tea cultivating area is still held in private 
hands. 

4449. Now, let us take it from the very beginning, 
and see what the operation is from flic time of the 
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laying out of the tea estate and its cultivation down 
to the export of the tea. What is the cost of labour 
during that period ?—You can sum it all up by saying 
that it is coolie labour where the producer is a wage¬ 
paying producer. 

4450. How is it when the producer is not a wage¬ 
paying producer ?—There are native producers, ryots 
or peasants, who gather their own crop and pay no 
wages at all. They, of course, share equally with the 
wage-paying producer. 

4451. Of the wage-paying producers, I suppose the 
great majority are the tea companies ?—The tea com¬ 
panies aud large individual planters. 

4452. Now suppose we start with a tea estate, what 
is the first operation ?—If you are beginning at the 
very beginning, you have to buy the laud, and 
naturally the price of land for tea estates varies just 
as it would for any other production depending upon 
its situation and supposed fertility. Then, having 
bought the laud, you have to clear it. 

4453. That is labour ?—-That is labour. Then you 
have to plant it; that is labour again. You have to 
put up the necessary buildings and maintain it for 
about three years, and then you begin to get some 
crop. The moment the crop conies in you have to 
put up a factory and erect machinery in order to deal 
with it. 

4454. Does that machinery come from England ?— 
Almost entirely. Some of it is of local manufacture, 
but most of it comes from England. 

4455. To pay for that machinery you have to remit 
rupees at gold price ?—The cost of machinery is 
practically measured in gold. 

4456. Is there much expense in the manipulation 
of the crop after it is gathered ?—The chief item of 
expenditure with tea is the actual gathering. That 
costs more than any other single operation. 

4457. Can you give us the percentage ?—I should 
say it costs from 30 to 40 per cent, of the total. 

4458. Then the crop being gathered and being made 
ready for the market, you ship it direct P—We ship 
it. As I say, there are a certain number of owners 
who prefer to sell in Colombo ; but the great bulk of 
it is shipped direct. 

4459. What interval elapses between the gathering 
and the sale of the crop?—Two to 2\ months, 
roughly. 

4460. What is your harvest time ? When is the 
tea gathered ?—We have tea coming in all the year 
round; but our busiest season is April, May, and 
June, and again November and December. 

4461. How was the tea trade affected in the first 
instance by tho closing of the mints :—It was affected 
in direct proportion to the rupee being affected. 
When the mints were first closed, as you know, the 
effect was comparatively little, and it was only as the 
rupee went up that the evil influence was felt. When 
the rupee reached the vicinity of Is. 4 d. the falling off 
in the margin of profit became extremely serious ; in 
a few cases it has practically disappeared altogether. 

4462. Taking those estates where it has practically 
disappeared, what was their condition prior to the 
depreciation in the value of silver ?—They were not 
in existence. 

4463. You think the low rupee called them into 
existence ?—I would hardly put it in that way ; but 
the profit which could be got from tea cultivation 
brought estates naturally into existence. 

4464. liut has not the price of tea fallen ?—The 
price of tea has fallen. 

4465. Has that had no effect upon the profits?—Of 
course it has had an effect on the profits ; but then a' 
good deal of that fall in price may be traced to 
exchange loo. The loss to the producer is not to be 
gauged only by the immediate loss which he makes in 
drawing a sterling draft, and getting a smaller number 
of rupees for it to-day than he got two years ago. 
That is his first and direct loss; but in addition to 
that, there is one that is equally serious, and that is, 
that owing to the premium which our great rivals get 
in countries th*at have a bullion currency, or, in the 


case of Japan, a country that has almost a bullion 
currency, they are enabled now to put tea on tho 
markets that we were attacking and conquering, they 
are enabled to put that tea on those markets at an 
extremely low rate which we cannot compete against. 
Out of our last year’s crop of 116,000,000 lbs., pro¬ 
bably another 4,000,000 or 5,000,000 would have gone 
to consumers on the Continent, and in America and 
Canada ; but we were kept out of those markets by the 
ability of the Chinese to put in a decent tea at say 
Id. a lb., which wo could not compete against. Had 
we been on even terms of exchange, that would not ha ve 
happened ; we should have been able to put our tea 
into those markets, and probably relieved the English 
market of 4,000,000 or 5,000,000, with the result that 
we would have been able to maintain prices. 

4466. Can you give us the prices of tea in the 
different years ?—They have all been put in tabular 
form here. 

4 167. Will you just read them out now ? Go back 
to the date when Mr. Gosehen reduced the duty ?— 
The gold price and the silver price, of course do not 
follow, 

4468. No. You say practically you sell in the 
London market at a gold price ?—That is the standard 
which fixes it. 

4469. I suppose I may take it that England is 
your great market ? — England is our greatest 
market. 

4470. Now will you give me the prices ?—In 1883 the 
price of Ceylon tea was a little over 15</.; in 1884 it was 
a little below 15c/.; in 1885 it went up again to above 
1 5d.; in 1880 it dropped to a little above 13</.; in 
1887 it was at 1 3d. ; in 1888 it went down to ll^r/.; 
in 1889 it was at 10■}<;/.; in 1890 it was at the same; 
in 1891 it was at lOtf. 

4471. 1891 was a year of very low exchange, was 
it not, and the situation became very acute ?—No. 

4472. At any rate in 1892 it had ?—No, we had 
a run up then. In 1892 it was 9 \d .; that was a very 
much lower exchange than the previous year. Then 
in 1893 it was at 9d. 

4473. That was the year of the closing of the 
mints ?—Yes. Exchange in 1893 was practically the 
same as in 1892. Then in 1894 the price of Ceylon 
tea was 8 ^d .; in 1895, a shade higher ; in 1896, Hid • 
in 1897, 7id. 

4474. That is the lowest?—That is the lowest. 
Then for the first 16 weeks of 1898 there has been a 
slight rise. 

4475. ( Sir F. Mowalt.) Is there anything peculiar 
about those weeks; is there anything peculiar in that 
part of the year to explain the rise?—No, I think 
not. The crop has been a little short this year. 

4476. {Chairman.) During this last few years lias 
not your export very largely increased ?—Yes, it has 
very largely increased. 

4477. Will you give us the figures ?—Will you 
have the imports into London, or the exports from 
the Colony ? 

4478. I would rather have the exports from the 
Colony, because tlmt covers the whole field. Will 
you start with the same year 1883?—It may ho said 
that 1883 was just the beginning of the enterprise. 
There was about 1.000,009 lbs. only in that year. 

4479. 1,000,000 lbs. exported altogether ?—Alto¬ 
gether. 

4480. {Lord Balfour of Burleigh.) Are you sure 
of that figure ?—It was 1,641,810 lbs. That was the 
exact quantity in 1883. 

4481. Where is that figure taken from. It does 
not correspond with the figures given in tho Statistical 
Abstract?—Do you refer to a Ceylon Statistical 
Abstract ? 

4482. The Statistical Abstract of the Unite 
Kingdom gives the exports of tea from Ceylon 
1,666,423 lbs. ?—There is a difference of 20,000 

I should be more inclined to place confideD- 
Ceylon figures than in a British compile ' 
course there is the chance that this ir>« 
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You start with tnis fact that your transactions are 
entirely on a gold basis and you sell in London ?—No, 
the price of our Ceylon produce generally is 
undoubtedly on a gold basis, but our transactions are 
chiefly silver. We sell iu a gold market and we 
produce for another country where the currency has 
been silver, and with a low exchange we have received 
a larger number of rupees and our margin of profit 
has been greater. 

■1539. L quite see that, but do you wish us tc 
understand that the margin of profit in your tea trade 
entirely depends, or in the main depends, on your 
getting more rupees for the sovereign ?—1 do not put 
it as baldly as that; it is relative. If the market 
price went up 6 d., that would be a factor that 
would quite preponderate over a rise in exchange of 
1 d. or 2d., but at the present moment the increase 
in the gold value of the rupee, above the lowest point 
that it has reached, has very seriously handicapped all 
the producing interests; It has knocked down profits 
directly. Then, of course, there is the indirect, and 
hardly less serious, and probably much more perma¬ 
nent influence, of the bullion silver currency countries 
getting this premium on all articles either of agri¬ 
cultural production or minerals or manufactures in 
which India and Ceylon are competing against them. 

1540. I do not want you to go to India, we have 
the concrete case before us of the tea trade of Ceylon, 
and I want to deal with that alone. As I understand, 
we have had an increased production in Ceylon ?— 
Yes. 

4541. We have had a decreased purchase of tea iu 
this country from China. Your market iu England 
is increasing year by year and month by month. 
You sent more tea last year to Great Britain than you 
ever did before, and, I think, China sent less ?—Very 
little less. 

4542. I am old enough to remember when the pro¬ 
portions as between India and Ceylon and China were 
HO and 20, now I think it has turned gradually round, 
and in round figures the production from India and 
Ceylon is about 89 per cent, of the whole ?—It is about 
nine-tenths. 

4 543. With China your completition is increasing. 
You are having more and more year by year the 
command of the market ?—No, it is not that. Up to 
the closing of the mints we were on even terms with 
China, and we drove China practically out of the 
English market. 

4544. I am at this moment upon quantity not upon 
value. I may he right or I may be wrong, and I 
want you to correct me if I am wrong, but my point 
is this, that the quantity of tea from Ceylon is 
increasing and has increased since the closing of the 
mints, and that the quantity from China has decreased 
and is decreasing. Am I right or wrong in that:— 
You are right; but it is certainly not the case that 
either of those conditions has been effected to any 
extent by the closing of the mints. 

4545. The closing of the mints has not aggravated 
your competition ?—Oh, yes, greatly. 

4546. 1 want you to show us how. Let us take 
the two concrete cases, China and Great Britain. 
Great Britain buys from you more than she buys 
from China. Why ? Because you sell the best 
article at the lowest price ?—Yes, I should think 
that is it. 

4547. Then you have the upper hand of China in 
that respect ?—No, not necessarily. The consumer, I 
think, might consider that he would now get better 
value for his money when China is offering at 4 d. and 
ours at 6\d. Ho may have thought so when China 
sold at a higher rate relatively; but when China 
tea can go down and we cannot, we must sutler. 
But I do not fear for the English market to any 
great extent. We shall keep China out of the 
English market now because we have driven her out. 
We have disturbed the usual lines of trade as regards 
Eugland and China, and one does not fear that unless 
something serious happens to British grown teas, 
China can ever again re-assert herself in England. 


But our great and increasing production hoped to 
find a number of other markets where China has an 
enormous hold, and we had expected, and I think 
with some justification, that if we competed with 
them on even terms we should have done very much 
the same in those other markets as we did in the 
English market—to the detriment of China and 
Japan, no doubt, hut to the benefit of our Colony and 
therefore of Great Britain. The exports from China 
to the United States and Canada are still over 
50,000,000 lbs. We have made comparatively little 
progress there. During the last yoar we have made 
very little impression. Yet wc are dealing with 
English-speaking people, people in intimate relations 
with ourselves, and we say our progress ought to have 
been very much greater. What is the reason of our 
failure? China can put her tea into those countries 
at 3 \d. or 3 \d. a lb., and wo cannot do the same, and 
eonsequencly the consumers there consider that they 
get better value for their money. They do not neces¬ 
sarily consider that China tea is better than Ceylon 
tea, but at the price at which the two can he offered 
to them they think they are getting better value for 
their money. The same thing applies to Russia. 
The export from China to Odessa only, not counting 
what goes through London, which is a very large 
quantity, is 22,000,000 lbs. We have made very 
little progess there during the last couple of years. 

4548. (Sir F. Mowatt.) Do you know what Ceylon 
exports to Odessa ?—It has been a very jumping 
export. The yoar before last it was only 760,000 lbs., 
and last year it was, I should say at a guess, 
1,600,000 lbs. 

4549. (Chairman.) Has not the supply something 
to do with that ? At the present time could the 
present Ceylon estates supply the large quantity that 
they do supply to Great Britain, and also supply the 
American and Russian market ?—At the present 
moment British grown tea could not provide tea for 
the whole of the civilized world. Of course we never 
expected to push China tea out in one year. It took 
us 10 years of steady fighting to do that in England. 

4550. Does not England now take practically the 
whole of your production ?—No. 

4551. How much does she take?—I should think 
this year the Ceylon tea sent to outside markets 
would probably aggregate at least 15,000,000 lbs. 
We supply about 50 per cent, of the tea consumed in 
Australia, aud there again but for the competition 
that China is now able to hold we would have pushed 
in more there ; hut China tea is poured into Australia 
iit under Id. a lb., and we cannot push it out there, 
unless we accept a price that would be a ruinously 
low one. 

4552. But what I cannot understand is this. I 
can understand your argument with reference to 
Australia and America, but I cannot understand why 
that argument does not apply to Great Britain. 
There is the same discrepancy of price. The Chinese 
grower can seli his tea here at 4 d., and you cannot 
sell yours under 7d., and yet you are ousting the 
Chinaman altogether in the dearest market of the 
world ?—We had ousted him. 

4553. Does that make any difference ?—When you 
have once broken the back of a business like the 
China tea trade to England for English consumption, 
it is difficult for it to rise again. 

4554. Not with such an enormous discrepancy as 
nearly 100 per cent, on the price ?—People have got 
accustomed to one thing, and they will not go back 
to thy other. I may say that wo only retain the 
English market uow by accepting a very low price. 

(Sir A. Dent.) May I say, Mr. Chairman, that you 
are talking as if all China tea was sold at 4 d. a lb. 
There is a great ileal of China tea sold at 9 d., Is. 
aud 2s. 

4555. (Chairman.) I am expressing no opinion 
about it. I am simply pointing oat that Ghina 
appears to be ousting you in America, and the reason 
of that you say is that they can sell cheaper *than you 
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can ?—We are failing to oust them. They are in 
possession of the field. 

(Chairman.) Very well; we will take it in that 
way. 

(Sir J. Muir.) That is the correct way to put it, I 
(hink. 

4556. (Chairman.) Will you tell me the difference 
in price between America and this country?—Whole¬ 
sale it is just the same as here; retail it is much 
cheaper, because there is no duty. 

4557. Is there not a customs d lty on tea in 
America ?—No. The finding of the Ceylon Currency 
Commission is one I wholly agree with on the point 
we have just been discussing. 

4558. Then will you read it to us?—“Ceylon tea 
“ is produced solely for export, and it is not iui- 
“ probable that its production would he continued 
“ for a considerable time, in spite of almost any fall 
“ in price ; and the effect of this exchange premium 
“ in China’s favour would therefore be manifested less 
“ by any remarkable increase in the export of China 
“ tea or displacement of Ceylon tea than by a pro- 
“ longed reduction in the price of tea to a figure' 
“ which was so low as to prevent Chinese growers, 
“ even with a premium of, say, lip/, or 2d. per lb. in 
“ their favour, exporting with profit. It is impossible 
“ to forecast or give any trustworthy opinion on the 
“ extent of the injury likely to be done to Ceylon 
“ tea and other products competing with similar 
“ products grown in silver currency countries, as the 
“ extent of the injury hinges on the extent of the 
“ divergence in rupee values before referred to; but 
“ there is no doubt that if the divergence were large, 
“ these Ceylon products would only retain their 
“ markets by accepting prices so low tis to seriously 
“ impede the prosperity of the largest producing 
“ classes in the island.” At the time that that was 
written by the Ceylon Commission it was rather a 
prophecy; hut it has proved to be so entirely true, 
that we have only maintained our markets by 
accepting a low and almost unreinunerative price. 

4559. Is this rise in the value of the rupee affecting 
the flow of capital into Cevlou ?—It has led to the 
withdrawal of capital from Ceylon. 

4560. How has that been done?—Two influences 
are at work, one is the feeling of uncertainty—the 
desire to take advantage of a higher rate, to remove 
capital. That is one influence which has lei! to 
capital being taken out of the Colony. The other is 
the feeling on the part of those who are mixed up 
with Ceylon matters, that a permanent Is. id. rupee 
would permanently mean the crippling of the trade 
and the diminution of profit, and their desire to get 
their capital out of the country before the situation 
was realized by the public generally. 

4561. Anyhow, the effect has been in your opinion 
that capital has been sent home ?—Undoubtedly. 

4562. And there is a fall in the value of tea 
estates ?—A great fall in the value of tea estates. 

4563. And a fall in the value of the shares of the 
tea companies ?—A great fall. 

4564. And a fall in the dividend paid by the com¬ 
panies ?—Yes. 

4565. Are you in favour of establishing a gold 
standard in India?—The difficulty of answering a 
question like that, yes or no. is to know what is 
behind the gold standard. If a gold standard could 
be achieved at a rate which was, and which eventually 
proved to be about equal to that of silver, if the rate 
of exchange proved to be (which is practically an 
impossibility) the same as that of silver, one would 
have no objection to a gold standard. But when a 
gold standard has behind it the artificial raising of the 
rupee and the uudoubted fact that it docs not uffect 
China or our rivals at all, I think the establishment 
of a gold standard which artificially raises the rupee 
would be extremely injurious. 

4566. Your objection to it is upon the ratio, not 
upon the principle ?—I would establish for every 
country whatever is found to be the best standard for 
the circumstance of that particular country. I cannot 


imagine that there is any magic in gold, silver, or 
copper. If it was proved that for the people of India 
a gold standard or any other metal would he best, 
I would say take that standard. There cannot he any 
particular magic in one metal over another. 

4567. There is such a thing as a difference in its 
market value in the markets of the world?—But if 
you pre-suppose that the standard you select is the 
one that is the best for the circumstances of the 
country and the people of the country, I cannot see 
that it is really a matter of any importance what 
metal you take. 

4568. You mean internally ?—A currency is only a 
means towards an end. 

4569. But suppose 80 per cent, of the trade of 
India and Ceylon is with gold-using countries, would 
that modify your opinion at all ?—No. Of course 1 
am at a disadvantage in giving you a straightforward 
answer to that, because I do not know what the ratio 
would be. 

4570. No one knows that at present; but what I 
understand you to say is this, that you object to a 
gold standard if it is based, as you say, upon an 
artificial raising of the rupee ?—That is the chief 
objection. 

4571. For instance, supposing there was a gold 
standard introduced into India on the principle, say, 
of 20 rupees to the sovereign, as there arc 20 shillings 
to the sovereign here?—\Vould you see any objection 
to that ?—I see no objection to that as long as the 
silver value of the rupee remained the same. I would 
see ultimate evil to India if the dollar or the tael went 
down another 30 per cent., and you were still anchored 
on to what turned out to be an obsolete ratio. 

4572. Then are we to understand from you that 
your Associations desire that the mints should be re¬ 
opened under the old conditions ?—I may say as 
regards my representative capacity that I represent 
the Chamber of Commerce of Ceylon, ami the 
Planter’s Association of Ceylon, and the Government 
of Ceylon were desirous that I should represent tlm 
views of the country generally. Speaking on behalf 
of all these people I say that we desire the currency 
that is best for the people, and that we believe a silver 
bullion value currency was the best. My own 
personal feeling is that a reversion to that now would 
be rather revolutionary. I strongly advocated a 
silver bullion currency us being the best and most 
suitable method for a country like Ceylon and India; 
but I hesitate to unqualifiedly advise the re-opening 
of the mints. I think they might be opened with 
qualifications. One essential is that, the people even 
at a slight cost should be able to get currency when 
they require it. At present they cannot. If you 
re-open the mints with certain qualifications which 
might bring in profit to the Government and might 
incidentally even keep the rupee above its bullion 
value, you will provide the people with a means of 
getting currency when they want it. They might, 
have to pay a Id. or 2d. per rupee more than they 
should have to pay, but, still, they can get currency 
when required. It will have the advantage of 
linking you to silver, though at a distance, and no 
longer give China or Japan — China chiefly—any 
further advantage. You would know the worst as 
regards the competition you had to deal with. If you 
put an artificial value on the rupee with a charge for 
seignorage or an import duty of 2d., you would know 
that China had always as much as 2d. advantage aDd 
no more; if silver fell that advantage to China would 
not further increase. That would remove one great 
objection to this artificial currency. I would much 
rather have a bullion currency, and the mints open 
unqualifiedly, than the present state of affairs. 

4573. Even if silver went down to Gd. an ounce ?— 
Even if silver went down Gd. an ounce, or if it went 
up half as much again. 

4574. (Lord Balfour of Burleigh.) I do not quite 
understand the opening part of your memorandum. 
Have you any complaint to make of the action of the 
Government of India in connexion with currency 
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matters ?—It is difficult to say that one has any 
complaint. Ceylon voluntarily at some pnst period 
•was linked to India, and took to the Indian 
currency. The Indian Government was in no way 
to blame for the fact that Ceylon used the Indian 
currency, and when the Indian Government wished 
to alter their currency, that was a factor that they were 
hardly called upon to consider. It was a sort of 
hardship; we were forced into the currency changes 
which were brought about, and in which we were 
allowed no voice. 

4575. Then taking the position of matters at which 
we have arrived, have you any definite recommenda¬ 
tion to put before us—any substantive proposals to 
make?—I recommend the re-opening of the mints 
with qualifications. 

457G. Will you indicate what qualifications you 
mean ?—In order to make the re-opening less 
revolutionary, I would put an import duty on silver, 
and a seignorage on the coining and minting of the 
rupee, making each of these charges practically equal 
one to the other. 

4577. Would you develop that a little further for 
me, and say how much duty and how much seignorage 
you would impose. I understand you to say that both 
of these devices are to be used together ¥ —Yes, if 
you put it all on the seignorage, you give a great 
tomptation to false coinage, and if you put- it all 
on import duty, you unfairly raise the value of silver 
in the country, and you would, for some time at any 
rate, fail to give much benefit to the Government; 
the Government would make no profit out of the 
mintage. 

4578. For what it is worth (which I express no 
opinion upon), you would not raise the value of silver 
beyond what people had given for it when they 
purchased it, in all probability?—I do not quite 
follow that. 

4579. If it is the case, as no doubt it is, that large 
quantities of silver have been hoarded in India for 
years, that silver must have beeu obtained at a time 
when the ratio of value was nearer the gold than it is 
at present?—It was not obtained for gold, it was 
obtained for produce, and unless you could go back 
(which you cannot) to the rates of produce of the 
days when these accumulations began, yon cannot 
make any comparison. 

4580. The silver was obtained, but whether the 
sacrifice was made in gold or in produce, to get the 
silver required a greater sacrifice we may say, than it 
would do at the present time ?—I could not say that 
that would be the case. 

4581. I will not follow that out further, because it 
does not seem to me to be very material; but I waut 
to get from you exactly your view as to the relative 
amount of import duty and of seignorage ?—I would 
make them equal. Instead of having a seignorage 
2d., or au import duty of 2d., I would put down Id. 
for each. 

4582. Do you think that in advocating that you are 
a representative Witness of your Chamber of Com¬ 
merce ?—I cannot say that I put the mutter exactly 
before the Chamber of Commerce, I can only say that 
the Chamber of Commerce would prefer that, to the 
present state of afliuirs. 

4583. Has either of those proposals been discussed 
publicly in Ceylon, or ventilated in any way, so that 
others outside your Chamber of Commerce, or others 
having different interests to those of the Chamber 
might have an opportunity of expressing an opinion ? 
—The whole currency question, of course, excited 
great attention at the time of the closing of the mints, 
and various proposals have been considered. We are 
in intimate geographical connexion with India, we 
employ many of the natives of India, and generally we 
take great interest in the goings on in India, and those 
who are interested will have seen the various proposals 
that have been made, and so far as I know, there has 
been no objection to such a proposal. I cannot say 
that the Chamber of Commerce in Colombo, or the 
Planters’ Association have formally adopted it, but 
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they have not objected. My own experience in 
Ceylon is considerable. I own property out there, I 
have sat in the Legislative Council for a good many 
years, and, speaking generally, I think that such a 
scheme would be acceptable. 

4584. You obviously know a good many things 
about it that I do not know, and perhaps I ought to 
know, but let me ask you this, would the geographical 
situation of Ceylon, and its being an island, have any 
bearing in your mind upon the question, whether a 
duty on silver would be easy to enforce or not?—That, 
of course, is one reason why I prefer to halve the 
charges. There is r.o getting out of the seignorage, 
at all events. A certain amount of silver—it would 
certainly be a very little—might be smuggled in on 
the arrival of passengers, but it would be very small; 
no appreciable quantity would be brought in. 

4585. As far as preventive agency is concerned, 
would the imposition of a seignorage or the prevention 
of smuggling be the easier?—We need not go into 
that question because under no circumstances is it 
suggested that Ceylon should mint rupees. We hang 
on the Indian currency, and should not mint rupees 
so that it would not be necessary as regards Celyon to 
have an import duty’ or anything of the kind. 

4586. Would you agree with me if I suggested to 
you that part of the drop in price from which tea 
has been suffering recently was due to over-produc¬ 
tion ?—Yes, ] would agree with you that the fall in 
prices was due to the supply being greater than the 
demand. Of course, I go on a step further and say 
that the supply to these markets would not have been 
so overwhelmingly great if we could have forced our 
tea as we expected to be able to do into America and 
the Continent. 

4587. Do you know in your commercial experience 
any trade that has developed with the rapidity that the 
Ceylon tea trade has developed in the last few' years ? 
—That is difficult to answer off-hand, but I may say 
that the spinning and weaving industry in China has 
developed I should think at about the same rate. 
Then I would instance the development of the 
petroleum industry. 

4588. Can you tell us what was the percentage of 
the increase between 1882 and 1886?—For a good 
many years, roughly, we went on adding nbout 40 or 
45 per cent, to our previous year’s trade. 

4589. It is about 1,100 per cent, larger now in the 
case of tea than in 1882 ?—It was created then; it 
was just started. 

4590. Practically, as we all know, it has taken the 
place of coffee ?—Yes. 

4591. And I think you are entitled to say (I 
thought, indeed, that it would probably have been 
your answer) that, but for the failure of coffee it 
would not have been possible to develop tea at this 
rate ?—Had coffee remained profitable much of the 
land that is now in tea would have remained in 
coffee. 

4592. The wages have not increased in number of 
rupees paid according to the variations of exchange in 
Ceylon ?—No, they have not increased. 

4593. You think the labourer has gained in two ways 
as I understand ; by the cheapening of some things that 
he uses, and by greater privileges being giving him by 
the employers ?—Yes. I should explain that it is the 
common custom on estates, almost the invariable 
custom, to supply rice at a set rate, and that con¬ 
sequently a rise in the price of rice does not affect the 
labourer. The loss, if any, falls on the employer. 

4594. Has there been a rise in rice ?—Last year 
there was, of course, owing to the Indian famine. 

4595. I want to estimate the position of the labourer 
in any of the earlier years—I will take 1882, 1883, or 
1884—and 1894 or 1895, before the famine in India, 
Could you show at all in what particular ways his con¬ 
dition would be benefited ?—Of course his condition 
has benefited by the extension of our railways and our 
means of transport. Undoubtedly some of his supplies 
would have gone up in cost had the means of com¬ 
munication not been greatly improved. Then his 
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material condition has been greatly improved owing 
to greatly increased and much more efficient medical 
and hospital attendance. We have an elaborate 
system of district hospitals and medical attendance. 

459(5. For which he pays nothing ?—For which he 
pays nothing. 

4597. Does he use to any appreciable extent articles 
which are importod into Ceylon ?—Yes he uses almost 
entirely imported articles, but the bulk of them come 
from India, so that the currency change does not affect 
them. During the last few years to some extent his 
cotton goods have come from a local mill, but that has 
collapsed in the course of the last few months, and now 
those goods will no doubt be drawn from the Far East 
or from England. But the fall in gold price has more 
than counterbalanced the difference in exchange there. 
The one index of the labourer’s prosperity is really the 
number of days that he works in the month, aud we 
find that a labourer there is an industrious man if he 
works 20 days in the month ; the average do not do 
that. 

4598. But does he work more or less number of 
days now than he did 10 years ago ?—The man works 
less; it is due to the fact that he makes his wife and 
daughters work and aid him, but the man undoubtedly 
works less. 

4599. I was not confining my question to the 
individual man ; I would rather find out what was 
the condition of the man and his belongings ?—They 
are better off. The wage-earning capacity of a family 
working on a tea garden is greater than it was working 
on a coffee plantation. The children can pluck tea 
leaf, which is an extremely easy and congenial em¬ 
ployment, and they could not do that in the case of 
coffee. 

4600. Then the change in that respect in the way 
of increased leisure, if I may so call it, of the labourer 
arises from the change in the staple article from coffee 
to tea ?—As regards the aggregate families’ earnings, 
it is so, but the man himself is just as industrious, or 
rather the reverse of industrious, as he was 20 years 
ago. 

4601. Suppose, now, with your experience, you 
wanted to employ a test to find out whether the 
labourer and his family were or were not better off 
now than they were 20 years ago, what test would you 
apply ?—I should apply a good many tests. One 
great test is the stream of immigration. Prnetically, 
all our resident labourers are Indian immigrants from 
Southern India, and if there is the least adverse in¬ 
fluence the stream turns, and they go back to India. 
If they are prospering and well to do, the stream 
increases to Ceylon, and we have found in recent years 
that the stream has reached the maximum. We have 
never had such a stream before as we have now. Of 
course, I am not speaking of the famine years. 

4602. It is a purely natural stream both ways, is it 
not?—It is natural in the sense that we have no 
indentures. It is absolutely voluntary. It is aided 
by our Government having au immigration staff 
and attending to the immigrants, carrying them on 
the railways at lower rates, aud so on ; but it is purely 
voluntary. There is no indenturing, or anything of 
that kind. 

4603. What other test would you apply, because I 
conceive that it might occur—I do not say it does—- 
but it might occur that if there were an increase of 
adverse circumstances in the place from which the 
people were coming, the relative advantages of another 
place might tempt them ?—Quite so, and in the famine 
years in India that has no doubt been the case. Then 
I may say that on the up-countiy railways the number 
of third-class passengers has enormously increased, 
showing that the people are able to afford to travel. 
Then, again, our up-country arrack revenues have 
increased. 

4604. That is a local product ?—Arrack is a local 
product. It is a product of some small export too. 
It is a spirit distilled from the cocoa nut palm. 

4605. ((Sir F. Mowatt.) You have said that the 
alteration in the purchasing value of the rupee does 


affect the tea planter and the expense of tea gardens. 
You have given us some items of which the expendi¬ 
ture consists, and I should just like to ask about one 
or two of them that I did not quite clearly under¬ 
stand. In the purchase of land now to be taken for 
tea growing, has the price increased for the last 
10 years?—The price of waste land has increased, 
owing to the scarcity of suitable land for tea, and the 
demand being great. 

4606. In the buildings required for your gardens, 
the materials to some extent are imported, I think ? 
—In some cases. If your land is forest land, you have 
an ample supply of timber on it, and most of your 
buildings are timber. If you have not, you probably 
buy iron roofing, which comes from Europe. In 
erecting a factory you might buy iron girders, and 
so on. 

4607. And your machinery?—Your machinery is 
to a very great extent English. 

4608. Then with regard to your superintendence; 
have you European factors ?—You have European 
managers and assistants. 

4609. Their wages, I should assume, are affected ? 
—No, they are all paid in rupees. 

4610. But you do not get a man from England 
for the same rate when the rupee is low as you do 
when the rupee is high ?—Yes you do. As a matter 
of fact, there are far more men offering than there are 
places for. The change in the gold value of the 
rupee has not affected it. With greater prosperity 
and the greater opening up of land, there was a greater 
demand for competent managers and competent 
assistants. Now, during the last six or eight months, 
the reverse process has set in. There are a great 
many establishments being reduced, and salaries being 
reduced, merely owing to the want of prosperity. 

4611. You say that the general prices in Ceylon 
have not since 1893 risen ?—No. 

4612. That is not quite consistent, is it, with your 
Currency Commissioners’ Report. They say, in para¬ 
graph 20, “ With reference to the possible re-adjust- 
“ ment of local wages and prices measured in silver, 
“ while we find that there is in Ceylon a slight teu- 
“ dency towards increasing wages, and a more general 
“ tendency towards increasing prices (after taking 
“ duly into account local exceptions and certain prices 
“ which have decreased), such increase bears no 
“ actual proportion to the progressive decline in the 
“ gold price of silver.” That rather looks as if there 
had been some rise in prices ;—Either I misunderstood 
your question or you did not frame it properly, because 
you said, since 1893 has there been a rise, and I 
replied no. 

4613. But is this report of the Ceylon Currency 
Commission dealing with something before 1893 ?— 
The Commission sat immediately after the closing of 
the mints. 

4614. Since that there has been no rise ?—No. 

4615. Now, I understood you to say that the effect 
of the artificial value of the rupee was that it threw 
difficulties in your way in forcing out the China tea 
from the United States and Russia ?—That is one 
great thing. 

4616. That is to say, that you could have sold at a 
lower price than the China tea that is now offered 
there?—No. The China tea could not have been 
offered at as low a price if it had been on the same 
footing as ours. 

4617. But we can have nothing to do with the 
price China charges ?—Assuming that we had been 
on oven currency terms we could not have feared 
China. 

4618. If you had been on even currency terms with 
China that would not have affected the price China 
could sell at, and therefore, you would have to fall 
down to her present price in order to undersell her ? 
—Yes. 

4619. And that would be mainly because the price 
of labour in China would have remuined unaffected by 
the fall of price, that is to say, if their wages went up 
with the low value of their dollar, they would have 
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been in the same difficulty as yourselves ?—Yes. 
China tea production is of course a totally different 
ono to ours. The export of tea from China to other 
parts of the world is just a mere incident in its pro¬ 
duction. No one knows what the total production is, 
but it is many times the amount of the export. The 
Chinese do not grow for export. They grow their 
tea chiefly in little gardens, the peasants gathering it 
themselves. There is no question of wages in most 
of the gardens. They export if they can get a good 
profit. If they do not export, the tea disappears into 
the country ; it is assimilated amongst themselves. 

4620. Is silver really used for the purpose of pay¬ 
ing Chinese labour ? Is that the currency of China ? 
Is it not really the copper cash?—The actual coin 
that may be handed to a wage-earning labourer, if 
there are such in these little peasant tea gardens, may 
be copper cash, but the silver which the exporter at 
one of the tea ports can give for a given quantity of 
tea depends upon what he knows to be the London 
price of a similar standard of tea, aad what the 
exchange of the day is between wherever he is buying 
and London. 

4621. That is without reference to the price paid 
to the labourer ?—The houses that ship tea from 
China, know nothing about the wages paid to the 
labourer in China. They know 'that if they can offer 
a certain number of taels per picul, they can get this 
tea, and then in reckoning that number of taels to 
the picul they reckon what it will cost in sterling, 
And they agree to buy the tea, and they draw a 
sterling bill for the necessary amount. 

4622. Still, the Chinese finds it worth his while to 
export' at a price upon condition that he can produce 
the tea at a lower price ?—The present ruling prices 
of China tea are such as enable the China producers 
to go on exporting. 

4623. Now, would you accept this, which is a 
report from Shanghai of the effect of the currency upon 
a rise in prices. This is from Mr. Jamieson, Her 
Majesty’s Consul-General at Shanghai, under date the 
31st January 1898: “ It may be said that at the 
“ present moment in Shanghai it requires at least 
“ 83 to procure the same articles of daily use as could 
“ formerly bo procured for §2. It is, I think, pro- 
“ bable, that some of the articles quoted may be 
“ unduly appreciated at the moment from temporary 
“ causes.” Then “ In 1887 the value of the cash is 
“ taken at 1,000 per dollar. In 1897 the average 
“ exchange was 860 per dollar.” The increase per 
cent, in silver prices of various articles is given thus : 
Rice has increased 49 per cent.; flour 82 per cent.; 
charcoal, 51 per cent.; chickens’ eggs, 66 and 62 per 
cent.; pork 36 per cent.; fish, 58 per cent.; vege¬ 
tables, 70 per cent., and so on through the list. So 
that it would appear, whether it is due to the altera¬ 
tion of the currency or no, the price of labour in 
China has risen under circumstances which you say 
in Ceylon have not affected wage rates at all ?— 
If your figures, ns I gather, refer to Shanghai, of 
course there is no comparison. The rise in prices 
there would naturally be great. The greater the 
number of European ships that call there and require 
these supplies of poultry and eggs and vegetables, and 
so on,, the greater is the artificial demand set up. We 
have the same artificial demand in Colombo. That is 
a great coaling port now, and I know that you can no 
longer buy a fowl or an egg there at the price that you 
could years ago, before so many vessels culled there. 
I should presume that Shanghai was a great place for 
game and food more or less in the nature of luxuries 
for passengers, and, of course an increased number of 
passenger steamers calling there means an increase in 
the price of those articles. But I should not regurd 
that as an indication of what is taking place a few 
hundred miles in the interior. The reports that were 
specially obtained at the time of the closing of the 
mints, and which are embodied in the report of the 
Ceylon Currency Commissioners, are to quite the re¬ 
verse effect. For instance, Consul Jamieson reported 
that the silver price of commodities in China had been 


remarkably steady. The Secretary of the British 
Legation at .Pekin said: “ We may assume that fair 
“ China tea can at present rates be laid down in 
“ London at 5d. a lb., and common tea at under 3\d. 
“ per lb. If exchange goes lower, of course the price 
“ will drop more or less.” There is a similar report 
rom the Consul at Foochow, Mr. Consul Watters. 

4624. That was in 1893 ?—That was in 1893. 

4625. The figures I read to you refer to 1898 ?—If 
they are Shanghai figures, I would not accept them as 
being typical of China. 

4626. (Sir J. Muir.) You have told us that a large 
portion of your Ceylon labour is done by Indian 
coolies ?—‘Yes, from the Madras Presidency. 

4627. About what proportion ?—Practically all the 
resident daily wage-earning people. The only 
exceptions I know, are the Sinhalese contractors who 
are chiefly carpenters and artisans, and some of the 
villagers come in for the day ; but practically all the 
resident labour on the Ceylon estates is Indian 
emigrant labour from Madras. 

4628. Can you give me roughly the number of 
people that come ?—There is a constant stream in and 
a constant stream out, and the excess of nrrivals over 
departures has been very great in recent years. I 
could send you details, but I do not happen to have 
them here. 

4629. Then I have before me the letter addressed 
by the Ceylon Association in London to Mr. Cham¬ 
berlain, Her Majesty’s Secretary of State for the 
Colonies. In paragraph 2 they say : “ Ceylon has 
“ not, like India, several leading staple products. 
“ How dependent the Colony has been on her one 
“ staple product, not only in the matter of her general 
“ prosperity, but also of her public revenue, may l>e 
“ shown in a few words. In 1877, when coffee 
“ was still flourishing, the revenue amounted to 
“ Rs. 17,026,190.” That is correct, is it?—Yes, it 
rose to that from Rs. 12,000,000 a few years ago. 

4630. What did it fall to afterwards ?—The revenue 
hovered from 1882 to 1886 at Rs. 12,000,000. 

"1631. So that these were the black days of Ceylon. 
Is it the case that a very large number of the owners 
of estates^became insolvent ?—Yes. 

4632. Xnd the estates of those who were compelled 
to sell had to go for very little ?—That is so. You 
are speaking of coffee estates ? 

4633. Yes; and the effects of the failure of coffee 
are reflected in the revenue?—Yes, they are reflected 
in the revenue. 

4634. How long have you been in Ceylon ?—24 
years. 

4635. You were in Ceylon during the period of 
great prosperity in coffee ? — I went there shortly 
before it ended. I shared slightly in it; and I shared 
fully in the worst times. 

4636. Had it not been for tea, can you think of 
anything else that might have saved the island from 
ruin ?—I can think of no other great staple trade that 
would have done for Ceylon what tea has done. 

4637. So that tea has really been the salvation of 
Ceylon, and has raised it from ruin, owing to the 
failure of coffee, to the high state of prosperity it now 
enjoys ?—Yes, it has raised it to the highest state of 
prosperity it has ever known. 

4633. What revenue does the Government get now 
from Ceylon ?—Rs. 24,000,000. It is double what it 
used to be. 

4639. And you ascribe that large success, do you, 
to tea ?—I ascribe it to the prosperity of the producing 
interests ; and of those producing interests tea is the 
great one. Of course, there are others. 

4640. Then, in paragraph 7, the Ceylon Association 
says: “ China, meanwhile, retains her silver currency; 
“ and as the Is, Ad, rupee is nearly 7d. above its 
“ intrinsic silver value, it is clear that, at equal gold 
“ prices, Ceylon will, in competition with China, stand 
“ at a disadvantage, on this year’s crop alone, of a 
“ million pounds sterling.” What disadvantage, do 
you consider Ceylon suffers by the Is. Ad. rupee as 
compared with China ?—It is very difficulf to answer 
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that.. You cannot estimate the disadvantages as regards 
our displacing China tea from other markets. It 
could only have been a matter of opinion as to 
whether, if we had been on even currency terms, we 
should have displaced 5 or 10 millions from America 
and the Continent ; and on that, of course, hinges a 
great deal of the adverse effect. As regards the 
direct difference, a fall of 20 per cent, in exchange 
means about 10 million more rupees to Ceylon to the 
producer. 

4641. Then, in paragraph 8, they say : “ The Ceylon 
“ .and Indian tea industries, when competing on fair 
“ and even terms on a silver currency, were able, 
“ without difficulty, to drive China tea out of the 
“ home market ” ?—That is correct. 

4642. You ascribe that to the superiority of tire 
Indian tea, and the greater favour that it obtained 
with our people in Great Britain and Ireland ?—Yes, 
they thought they got better value for their money. 

4643. Then you were asked whether you thought 
there had been over-production of tea ?—My view on 
that is that there has been over-production in the 
sense that there has been a larger quantity put upon 
the home market than the homo market is capable of 
absorbing without a lowering of prices ; but had we 
been on even currency terms with the other countries, 
probably all of that excess quantity would have gone 
into consumption in America and Canada and the 
Continent. 

4644. That is the point I wanted to bring out. I 
understand there is a very strong feeling among 
Ceylon planters that, but for this Is. 4 d. rate, the 
great efforts you have made in the United States 
must have been successful. I understand that great 
efforts have been made in the United States?—We 
have, been spending a great deal of money there. 

4645. Trying to force Ceylon tea into consumption, 
and to displace in America China tea with Ceylon tea, 
just as you succeeded in doing in Great Britain ?— 
Yes. 

4616. Then you were meeting with some measure 
of success in doing that ?—Yes, we were. 

4647. But you now fear that the terms on which 
you must compete with China tea will plnce you at a 
great disadvantage ?—Yes. 

4643. And that it will not be possible now to make 
the headway you otherwise might have done ?— 
Quite so. 

4649. Then you have been making efforts also in 
Russia ,to introduce Ceylon tea and to displace China 
tea ?—Yes. 

4650. And with some success also ?—Yes, with 
some success. 

4651. Up to what date did that success continue ? 
—Well, the progress has been extremely slow. We 
have not made anything like the progress we believe 
we would otherwise have made. I myself, more or 
less as a Commissioner on behalf of the Ceylon tea¬ 
growing industry, went to Russia, and I found that 
the great demand was for cheapness. They have a 
crushing import duty there, and they get comparatively 
little good China tea. The great bulk of what they 
take is common China tea, because it is cheap. 

4652. In paragraph 10 the Ceylon Association say 
it feared that British capital may be drawn towards 
China, and that, if that come about, the competition 
of China will be all the more formidable in the future. 
Is that your view ?—No, I cannot say that I share 
that view. 

4653. Have you heard if much capital is going into 
this line of business in China ?—I have not. 

46?4. Are you aware that some parties with con¬ 
siderable capital are considering the propriety of taking 
their managers and experienced assistants from India 
and Ceylon to China; have any been taken at all 
from India to China ?—I am aware of one Ceylon 
planter who went from Ceylon to China at the request 
©f one.of the companies to report to them as to the 
best means of improving their manufactures. That 
is the only*thing of the kind that I know of. 


4655. (Sir D. Barbour .) What percentage of 
Ceylon tea is produced by small men who do not pay 
wages ?—Oh, very small as regards tea. 

4656. Something quite insignificant ? — Certainly 
not more than 3 per cent. I think the last time I 
reckoned it I considered it was about 2£ per cent. 

4657. You say that the price of lea estates has 
lately gone down in Ceylon ?—Yes. 

4658. There was a great rise in tea estates about 
four or five years ago ?—It commenced before that. 

4659. In 1894-95 ?—It commenced before that. 
There was a continuation of the rise up to about 18 
months ago. 

4660. The price began to go down about January 
1897, according to a paper that I have?—It is difficult 
to say the exact date, but up to 18 months ago there 
had been a distinct rise for a good many years. 

4661. But was not there a special move about two 
years ngo ?—There was more English capital offering 
to purchase estates then than there had been before. 

4662. And that meant higher prices ? — That 
meant higher prices, and tempted a good many 
individuals to sell. 

4663. I see, in a paper that I have before me, that 
there has been a great fall in the local price of tea 
estates in Ceylou ?—That is right. 

4664. Money has been very tight, I suppose, 
recently in Ceylon as in India ?—Yes, 16 per cent. 

4665. And that, apart from other causes, would 
help to put down the shares of the tea companies for 
a time ?—Undoubtedly. 

4666. If money had been easier, the shares would 
not have fallen so seriously ?—Not so seriously. 

4667. As regards the evils arising from fluctuations 
in exchange: I.suppose you would always have objected 
to fluctuations in one direction—upwards?—As far 
ns I recollect, what I said was, I do not object to 
fluctuations in the market. 

4668. But you would not like the fluctuation to be 
always upwards ?—■ Certainly not. 

4669. How many years has Ceylou been trying to 
get her tea into the United States ?—A good many 
years, but she has been making very determined 
efforts during the last three years, spending what you 
may call public money in trying to push it. 

4670. I think India did the same thing years ago ? 
—To a less extent. 

4671. Some years ugo, I mean ?—Yes, there were 
efforts made, and they failed. I do not think there 
were any special efforts made. 

4672. Have you made any progress in getting 
Ceylon tea into the United States?—We have made 
disappoiut’ng progress. 

4673. You have made some? — We have made 
some, but it is disappointing. 

4674. Then I see, in your memorandum, that you 
challenge the statement of the Government of India 
in which they say, “ that a country makes no gain in 
“ international trade by depreciation of its standard, 
“ since the extra price received for its exports is 
“ balanced by the extra price paid for its imports. 1 ’ 
You do not agree with that?—Well, it starts on 
wrong premises. It assumes that those premises 
apply to India, which they do not. 

4675. What premises?—That the extra price re¬ 
ceived for exports is balanced by an extra price paid 
for its imports. The two do not balance. 

4676. But the Government of India there was 
referring to international trade. What does India 
get, then, apart from the articles of commerce, to 
which that argument does not apply ?—It assumes 
that the money value of your exports, and the money 
value of your imports, ore exactly the same, and that 
if there is a 10 per cent, addition to your income 
from exports you are gomg to spend that 10 per cent., 
or must spend that 10 per cent, on your imports, 
and that it is equivalent to saying to a man, “ I will 
“ give you an addition of 100/. a year, but I will 
“ raise the rent of your house 100/. a year.” That 
would be no gain whatever. India, as we know, 
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has a large benefit from her exports exceeding her 
imports. 

4G77. Has the Government o£ India anywhere said 
that the Indian exports do not exceed the imports ?— 
They assume it in that argument. 

4678. What they say is, “ that a country as a 
“ whole, makes no gain in international trade by 
“ depreciation of its standard, since the extra price 
“ received for its exports is balanced by the extra 
“ price paid for its imports.” That is, so far as 

he exchange of commodities for commodities goes— 
you say India exports a certain quantity of articles 
in excess of imports, what does she get in return for 
the excess ?—She gets a larger number of rupees 
than she had before. 

4679. A larger amount of silver?—No, a larger 
number of rupees. At the present day you can 
hardly call it silver. 

4680. But now with the rise in exchange she gets 
a larger amount of silver for the same number of 
rupees ?—What I mean is that for every fall of 
exchange a larger number of rupees were received by 
the producer than he received when exchange was 
higher. 

4681. But he paid a larger amount when he pur¬ 
chased ?—But he had a much larger balance to the 
good which he was saving. 

4682. The surplus of Indian exports over imports 
is about Rx„ 40,000,000 a year in normal times, ex¬ 
cluding gold and silver. With a portion of that, 
India purchases silver at the present time. She 
imports a certain quantity of silver. I dare say you 
are aware that she now gets that silver very much 
cheaper than she got it before ?—Yes. 

4683. So far as she imports gold she gives fewer 
rupees for it since the exchange bus risen ?—Yes. 

4684. There is no loss, therefore, as regards the 
gold or tlie silver. She uses the balance of her surplus 
to pay her gold obligations in England, and tlie amount 
of the produce she gives will depend on the gold price 
of that produce in England, and has nothing to do 
with exchange. Therefore where is the gain to India, 
as a whole, from the fall in excliuuge, or the loss from 
therisc?—I certaiuly maintain that with India spending 
a certain amount of money on produce, it still has a 
considerable surplus which is saved by the people, the 
people’s accumulations do not come from the air j they 
are a margin over and above all the requirements of the 
country, and if they get a larger number of rupees for 
a given quantity of produce it enables them to add to 
those accumulations. Those accumulations, as I say, 
come from somewhere, and they undoubtedly come 
first as they would in the case of an individual who 
was saving on his income; they come from there 
being over and above all the liabilities of India some 
margin which remained. The people got with a low 
exchange a larger number of rupees for that margin, 
and were able to effect that accumulation. We see 
that the Indian figures practically bear that out. Their 
deposits went on increasing to a larger amount, and 
no doubt their hoarding also. 

4685. But might not that have arisen, not from the 
fall in exchange, but from other causes; for instauce, 
the extension of railways ?—It came at the same time. 
When there was a fall in exchange, the. prosperity of 
the Indian people seemed to jump up accordingly. 

4686. If the exchange falls, and the producer in 
India gets a larger number of rupees, he gets a larger 
number of rupees because they are proportionately less 
valuable ?—They are proportionately less valuable to 
a commodity which he never deals in, namely, gold ; 
they are not less valuable to him as regards his local 
requirements, or as regavds giving his wife and 
children what they want, 

4687. So long as prices do not rise ?—So long as 
prices do not rise, or, at all events, so long as they do 
not rise in proportion to the increased amount which 
he gets. 

4688. As regat ds the increased competition of 
China, are you aware thut China has borrowed con¬ 
siderably lately?—Yes. 


4689. At a high rate of interest ?—Yes. 

4690. She must pay the interest on that debt, I 
suppose ?—She ought to. I am not prepared to say 
that she will. 

4691. Also railways are being made in China?— 
Yes. 

4692. And I suppose it is expected that the interest 
on that capital will have tube paid too ?—Presumably 
out of railway revenue. 

4693. It will have to be paid by China in some 
form or other. Now if China has all that interest on 
debt, and interest on railways to pay abroad, she must 
export more produce to pay it ?—She ought to. 

4694. There is no other way in which she can pay 
pay it, is there ?—Not if she pays it. 

4695. That would stimulate exports from China ? 
—Assuming that at the present moment there 19 not a 
sufficient margin to cover that. 

4696. But I imagine that the present margin is only 
about sufficient for the present day ?—There is one 
conclusion, it would seem to me, underlying the argu¬ 
ment you are putting, namely, that railways, instead of 
being a benefit, are an evil. 

4697. I do not say that; the railways may be well 
worth paying for. All I am putting forward is that 
she must export more to pay her debt ?—If she pays 
it. 

4698. And possibly, among other things, she might 
export more tea?—Quite so. 

4699. So that the increased export of tea in that 
case would be due to the greater indebtedness of 
China, and not to the fall in exchange. I do not say 
the whole increase of her exports, but a portion of 
the increase of her exports of ten and other things ? 
—I would not agree with that reasoning at all. I 
should say that having to export more to meet foreign 
payments, tea will form one of the exports owing to the 
fact that exchange is so low that she can do it with 
profit. Without that low exchange she might have 
exported other products to have made up that charge. 

4700. Do you think it would be possible for Ceylon 
to separate from India in the matter of standard ?— 
No, that would be practically impossible. 

4701. (Sir C. Crosthwaite.) Has the fall in the 
gold value of the rupee necessitated an increase of 
taxation in Ceylon ?— No, there has been a slight 
increase. There was a slight increase some year's ago, 
due to the failure of coffee; but there has been no 
necessity for on increase of taxation owing to the fall 
in the gold value of the. rupee. 

4702. Then the Government of Ceylon lins not been 
involved in any embarrassment owing to the fall in 
silver ?—No. 

4703. In that respect Ceylon differs very much 
from India?—Yes. 

4704. The Government of Ceylon has no con¬ 
nexion with the Government of India ?—None. 

4705. No increase of taxation in India would affect 
the planters of Ceylon in any way, would it?—It 
might. For instance, the export duty upon rice, of 
which Ceylon is, I may say, the largest customer of 
India, would affect the Ceylon planter. 

4706. But the export duty has not been increased, 
has it ?—No. 

4707. If there was a much heavier taxation in 
India which would seriously affect the condition of 
the classes of people who supply you with coolies, it 
would rather be for your advantage than otherwise. 
For instance, if the salt tax were doubled in Madras, 
and the condition of the coolies in Madras were made 
less prosperous, they would be more likely to emigrate 
and come to you ?—Any oppressive taxation in the 
coolie districts would, of course, tend to send tlie 
coolies away from there. 

4708. You say that since the fall of the rupee has 
occurred you have not increased the wages of your 
coolies ?—No. 

4709. You pay them in money—altogether in 
money ?—We have to supply rice at a set rate, but 
the balance is always paid in money. 
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4710. Do you supply full rations of rico to the 
coolies at a fixed rate ?—The usual estate rule is that 
for five days’ work a week the coolie gets a quarter 
of a bushel, which is supposed to be his week’s food. 
As a matter of fact it is more, but that is what is 
given. 

4711. And for five days what would be his full 
pay ?—He would get five times 33 cents, if ho was 
a man; that would be 1 rupee 66 cents. 

4712. What would be the price of the rice which 
he would get ?—One rupee. 

4713. lie is paid 1 rupee 66 cents, out of which 
1 rupeo goes in rice ?—That is presuming that he has 
only worked five days. 

4714. And that rice you supply at a fixed price ?— 
Yes. 

4715. Can you tell me what the price is at which 
you supply the rice ?—Four rupees a bushel. 

4716. When was that price fixed ?—That price has 
ruled, I should think, for a long time, certainly before 
I went to the country. 

4717. How long ago is that ?—24 years. 

4718. Then the price of rice was fixed 24 years 
ago ?—Prior to 24 years ago. Except in exceptional 
cases, that has been the standard. 

4719. And it is now given to the coolies at that 
fixed price?—Yes. 

4720. llice forms the main proportion of the 
coolie’s food, does it not ?—Yes. 

4721. And on that showing it would take up nearly 
three-fourths of his pay ?—Three-fifths. 

4722. Three-fifths of his pay would go in rice, and 
that is supplied at a fixed rate, which rate was settled 
more than 20 years ago?—Yes. 

4723. Do you think the price of rice is the same as 
it was 20 years ago?—It has slightly risen. 

4724. Do you get it chiefly from India or Burmah ? 
—Chiefly from India. 

4725. Then a reference to the Indian prices of rice 
would show how much your coolies’ wages have risen 
during that time ?—No, hardly; because the prices 
I quote to you so fixed 20 years ago applied there to 
many estates where the transport was heavy and the 
local charges great, whereas although there has been 
probably a greater increase in the Indian price of rice, 
thero has not been a corresponding increase in the 
Ceylon price, owing to the improved means of com¬ 
munication and cheaper transport, and the export duty 
in India and import duty in Ceylon remain the same. 

4726. That decrease in the cost of transport has all 
gone to the planter?—It hus enabled him, certainly, 
to continue to supply rice at the old rates. 

4727. In other words, it has gone to the planter ?— 
I would not say it has gone to the planter. I say it 
has enabled him to continue the standard rate without 
raising it. 

4728. It has not gone to the coolie ?—Well, it has 
enabled the coolie to get the rice at that standard rate 
which he might otherwise not have got. 

4729. Let me put it in another way. Do you think, 
if you had not given them rice at that price, you 
would have been able to keep them at the same wages 
as they had 20 years ago ?—I think so, probably, 
although with the greater competition for labour there 
might have been some difficulty. 

4730. I think you drew a distinction between 
dividends that have been received of late years by 
the new companies, the companies that have been 
formed by amalgamating the smaller tea estates, and 
the dividends received by the older established and 
smaller companies ?—Not necessarily smaller. 

4731. Not necessarily smaller, but older established 
companies ?—Yes, they' paid a much less capital value 
for their acreage than the more recent companies did. 

4732. The more recent companies, I suppose, like 
most companies that are formed by amalgamating 
small businesses have got a very fancy capital ?— 
No, it is not a fancy capital. It is a capital based 
upon the profits that were then being yielded by tea. 
It seldom went above seven years’ purchase. 


4733. Seven years’ purchase of the then profits ?— 
Of the then profits. 

4734. I suppose the old holders held out for a 
considerable profit ?—I imagine that those who had 
developed the gardens themselves from the beginning, 
and sold in the last 2£ years have made a very con¬ 
siderable profit out of those sales. 

4735. That is to say, they got very much more than 
the capital they originally invested in the gardens ?— 
Yes, in that sense. 

4736. And that being so it is only reasonable to 
suppose that these now companies would get less 
dividends ?—Yes ; a company buys on a basis of so 
many years average profit and then capitalises that 
at six, seven, or eight years’ purchase. 

4737. But I suppose the shareholders, unless they 
are very sanguine, never expect to get the same 
dividend that the former owners of the property got ? 
—Of course not. 

4738. Then it is hardly fair to quote the dividends 
in those cases as smaller dividends arising from the 
Indian currency measures ?—No, it would not be fair, 
and I hope I did not do that. What I say is that 
the older companies declared larger dividends. I only 
remember two exceptions of companies that have 
maintained their dividends last year—two of the old 
companies, strong companies. The great hulk of the 
companies, either old or new, have had to fall this 
last year. 

4739. Still, the old companies were able to divide 
between 12 and 16 per cent. ?—15 per cent, is the 
highest that I know of, and that is only paid by one 
company. 

4740. There is a point I want to ask about with 
reference to coolies. You now provide them with 
hospital and medical assistance. That is provided at 
the expense of the planters, is it not ?—There is a 
sort of grant in aid. A small duty is levied by the 
Government upon the European products, if you can 
so call them, and that is a set-off. The Government 
pay a portion of it. It is a Government establishment, 
really. 

4741. ( Sir A. Dent.) It is compulsory, is it?— 
Our labour law compels us to provide a month’s 
medical aitendance. 

4742. (Sir C. Crosthwaite.) It is done under law ? 
—Yes. 

4743. (Sir A. Dent.) We all know, from the recent 
correspondence that we have seen, and from what hits 
appeared in the newspapers, that the people of Ceylon 
attach the very greatest possible importance to this 
inquiry ?—They do. 

4744. I suppose you have read the memorial of 
the Planters’ Association of Ceylon, that of the Ceylon 
Association in London, and the “Memorial of the 
undersigned inhabitants of Ceylon ” ?—Yes. 

4745. Judging by the signatures appended, I should 
think they comprise nearly all the leading firms in 
Colombo ?—Yes. 

4746. Are there any prominent members of the 
community in Colombo who have not signed that 
memorial ?—None that I know of. 

7 4747. A great point lias been made in the previous 
questions put to you as to the dividends that have 
been made by the companies, both local and English 
companies. But is it not a fact, which I think you 
have admitted before, that the great bulk of the tea 

industry is really in the hands of private persons ?_ 

The majority of it is in the hands of private 
individuals. 

4748. And therefore the doings of these companies 
arc not necessarily a true index of what is going on in 
the country ?—It is an index, but unless you know 
something about their capital cost and how the 
company was' formed it would not be very reliable. 

4749. It depends on what the company paid per 
acre. One company has its estate standing at say 100/. 
an acre, and another at 20/. an acre, so that the 
dividend paid by companies is surely a very poor 
test in many cases of the real out-turn of the tea 
estate ?—Relatively it would be so. Of course, if 
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they all rose you might assume that they were all 
affected by some favourable influence, and if they 
all fell you might assume that they were all affected 
by some adverse influence, although the fall or the 
rise would not necessarily be in the same proportion. 

4750. One or two questions were put to you, I 
think, about the machinery of an estate, the cost of 
buildings, and the cost of superintendence. But those 
three items, I think you will admit, form a very small 
factor in the cost of a tea ostate ?—Yes. 

4751. Machinery is only a matter of a few hundreds 
or thousands of pounds, according to acreage, the 
cost of which is spread over a series of years ?—That 
is so. 

4752. So that the estate has benefited hardly at all 
by the rise in exchange in getting this machinery ?— 
There is a very small set off. 

4753. In the matter of wages, it is said that wages 
are very much the same now as they were before; 
but is it not the fact that on Ceylon planters’ estates 
the coolie and his family have really benefited very 
considerably by the more continuous employment they 
have had ?—That is the case. 

4751. In the coffee days they worked for a few 
months only, and then went back to India, but now, 
when tea is flourishing, the coolie and his whole 
fuinily are always employed on the estate as long as 
they choose to stay there ?—They get more regular 
employment now than they used to get. 

4755. The coolie is very much better off than he 
was, and that is in many ways equivalent to a rise in 
wages ?—He is better off. 

4756. Lord Balfour usked you some questions 
the production ol ten. I have a memorandum here 
which gives the import and deliveries of Indian, 
Ceylon, and China tea from the 30th June 1885 to 
the 30th June 1897; in a few days I shall get the 
figures up to June 1898. Though there has been 
over-production, these figures, with which you are no 
doubt as familiar as I am, show that the deliveries in 
the United Kingdom have always kept pace with the 
imports? — Yes, deliveries are quite satisfactory in 
that sense. 

4757. But my point is, that though there has 
been over-production in one way, this country has 
always taken off all that has been sent to her, and 
to-day, I believe, the stock is less than it was this 
time 12 months ago ?—Of course I cannot say that I 
would accept deliveries (however satisfactory merely 
as regards exports as against imports) as proof that 
there was no over-production, because, probably, 
deliveries have only been achieved at a very con¬ 
siderable diminution in price. It is quite true that 
stocks are not very great, and it is also true that 
deliveries in proportion to imports have been satis¬ 
factory, but still, I think, the satisfactory state of 
deliveries has only been achieved by our accepting a 
low price, aud it does not disprove the idea that there 
lias been some over-production. 

4758. What you are more alarmed about in Ceylon, 

I take it, in reference to those currency proposals, is 
with regard to the future rather than with regard to 
the present; is not that the case?—I would hardly 
say that. 

4759. As regards China, I mean ?—The present 
advantage of China, 50 or 60 per cent, of a bonus ou 
the currency is an extremely serious one, and one can 
hardly imagine that it will get very much worse than 
that. We are alarmed about the future, if you are 
going to anchor us permanently to an artificial value, 
and having no knowledge of what the bullion value 
of the tael or the dollar would fall to; but, apart 
from that, the present position is a very critical one, 

4760. Do you think that the Chinaman is aware of 
of the advantage he has, and is prepared to utilize it? 
—The importers of China tea, both in England, and 
on the Continent, and in America are fully aware of 
it. I do not imagine that the Chinese peasant 
producer knows much about it. 

4761. You know that, besides what we may call 
the handicap of exchange, China levies an export duty 


on all its tea ?—There is a Likin duty, which has 
existed ever since our trade commenced. 

4762. You call it a Likin duty, but there is an 
ordinary export duty. Likin duty may be something 
additional that we know nothing of?—I cannot say 
that I know the precise nature of the Chinese duties, 
but, so far as I am aware, there has been no increase 
on them of recent years. There has been no duty 
which is iu any way a set-off against the bonus that 
they are now getting in exchange. 

4763. There has been no official increase in the 
ordinary Chinese duty, which is regulated, I think, by 
treaty. You talk of China tea selling here and com¬ 
peting with Ceylon teas, say in Russia, at id. ; that tea 
has to pay a duty of something like 20 per cent, on its 
net cost, so I must point out to you that there is an 
additional handicap. The Chinese might take that 
duty off?—Of course they might do so. 

4764. But, in the present state of their finances, 
they nre, perhaps, more likely to increase than to 
diminish it. 

{Chairman.) You put that problematically; are we 
to take it that there is a Chinese export duty of 20 per 
cent, on tea ? 

_ {Sir A. Dent.) The duty is so many taels per 
picul, and when you come to a low class tea, that sells, 
say, at 4 d. } it is 20 per cent. When I have Bold my 
tea at 4 d. and get my account-sales, if I had not paid 
that duty I should have been 20 per cent, better off. 
If my tea nets 8 d., or Is., or 2s., the duty is relatively 
different. I wanted to bring out the fact that China 
tea, selling at 4 d., must pay a considerable percentage 
of duty in addition to the purchase price. 

4765. Allusion is made to the very high rate that is 
charged for overdrafts in Ceylon, for such advances that 
the tea companies sometimes ask for. That is a very 
serious matter, is it not ?—Extremely serious. When 
1 left Ceylon the Bank-rate to those who could offer 
first-rate security, was from 14 to 16 per cent. 

4766. Stable exchange, of course, is an advantage 
as well ?—Ko doubt. 

4767. But my question is, is it not a very serious 
matter to Ceylon estates to bid for stable exchange at 
such a very great cost ?—Undoubtedly. If the stable 
exchange is to be achieved at a cost, such as we fear 
it would be, it will be no benefit, but quite the 
reverse. 

4768. Then it is the fact, is it not, that Ceylon 
depends almost entirely for its revenue on its tea 
industry ? 

{Chairman.) He has not said that. 

4769. What is your revonuo derived from?—Our 
chief item of revenue is customs. The import duty on 
rice is the great item. The next item is our net 
railway revenue ; but both of these harig on the 
prosperity of the producers. 

4770. That, I can quite understand, is your 
contentiou, but you rather put it as if there was a 
direct revenue being derived from the tea trade ?—Oh 
no. The direct taxation of Ceylon is light. 

4771. {Sir A. Dent.) It is said in this memorial to 
Mr. Chamberlain of 25th March 1898, from the inhabi¬ 
tants of Ceylon, “ That the staple export products of 
“ this Colony are not grains or cereals which are culti- 
“ vated annually, and which if found to be unprofitable 
“ from any cause one year need not be cultivated the 
“ next, but consist of articles, the cultivation of which 
“ requires a large capital outlay, and which have taken 
“ years to bring into production ” ?—The point of that 
is that you would not see an immediate reduction in our 
exports, because they are perennial plants, and a mere 
one or two years’ want of profit would not occasion 
everyone to abandon their properties, whereas if it 
was a cereal or an annual, the sowing of it would at 
onco be affected by want of prosperity. When you 
are dealing with a permanent product like tea, coffee, 
cocoanuts, or any of our great exports, the effect on 
the quantity of exports would not be immediate 
at all. 

4772. In the same memorial they say “ That they 
“ do not believe that the Indian Government antici- 
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“ pated this effect of Us policy.” Alluding to the 
damage that the rise of exchange had caused to tho 
planting industry ?—That ruther applies, I think, to 
the stringency of money. 

4773. I thought it applied to exchange, because on 
page 22 of this Blue Book, “ Correspondence respecting 
“ the Proposals on Currency made by the Govern- 
“ ment of India,” Lord Elgin and his Council use 
the phrase, “ On the ground that the change is 
“ expected by some to be advantageous in certain 
“ exceptional cases.” That appeared to be referring 
to planting as an exceptional case. I think the fear 
of the Ceylon people is, with an answer like that, that 
their interests would not have much consideration ?— 
We think that tho producer’s interests have not been 
considered. We- do not expect that Indian interests 
will be considered adversely to ours, but we merely 
say that our producers are in the same category, and 
that, therefore, what you may learn from our facts 
will be of some use to you in considering Indian 
ones. 

4774. Now, you have had some experience outside 
Ceylon, have you not?—I have been to the Far East, 
and I have got interests myself in silver-using 
countries — in Singapore — and I have got some 
knowledge of the present position of matters in 
Mauritius. 

4775. Will you tell us how Mauritius is bound 
up with Ceylon ?—Mauritius is hardly bound up with 
Ceylon at all, but it is one of the other rupee-using 
colonies, and the scarcity of the rupee there has had 
nost serious effects. There has been a tremendous 
drain of the currency away. Since the 1st January 
1897 up to March 2,500,000 rupees had been dvained 
3IF to India in excess of those that had arrived. These 
ire the official figures ; but, in addition to that, there 
had been undoubtedly a large quantity that had gone 
off to India through private sources, not shipments, 
and the result of that has been that the finances of 
Mauritius may be said to be almost in a desperate 
condition. The Government has had to lend the 
Commercial Bank of Mauritius 1,000,000 rupees. 

4776. Bo you connect that with the closing of tho 
mints ?—Oh, yes. 

4777. But the mouey sent away to Mauritius was 
sent away for value ?—It only shows that ns regards 
redundancy of rupees the rupee countries—Ceylon and 
India—are suffering from the very reverse. Mauritius 
is suffering from the drain of the currency to such an 
extent on that account that the Government have been 
obliged to make an advance ; they have actually been 
obliged to suspend their currency regulations, and 
issue notes without the legal reserve against them, and, 
at all events for the time, there is a forced note issue. 
J do not suppose any English colony lias had to take 
such a step before. 

4778. ( Chairman.) I ulwaya thought that there lias 
been depression of trade there?—Undoubtedly the 
sugar industry there is in a very bad way. 

4779. I should think that that, and not the exchange, 
was the reason ?—It is very difficult, of course, in the 
case of a country suffering from many things how 
much is due to one cause and how much to another ; 
hut there is undoubtedly most great stringency in the 
currency, and the position of Mauritius as regards the 
absence of coin has come about from that. There is 
not enough coin in the country to meet the require¬ 
ments of the people, and the Government have been 
obliged to suspend the regulations under which their 
currency has hitherto been issued, and to issue notes 
without the full bullion reserve that they ought to 
have had, they have had to issue Government notes in 
anticipation of loans to be raised to meet them. 

4780. (Sir A. Dent.) You made some comparison 
in your memorandum with the West Indies and 
Australia, will you tell us how that affects this enquiry ? 
Capital usually will only go where there is profit?—I 
think that is the correct way of looking at it—that 
stability of exchange between the two countries is 
convenient and, in many cases, desirable ; but I think 
it is quite erroneous to suppose that stability of 


exchange by itself will attract capitul. As a concrete 
instance that it does not do so, I quote you the West 
Indian Islands, Australia, Fiji, and other places, in 
which there is an absolute stable exchange, and we 
find that no English business goes on. I quote you 
oil the other side, Ceylon, with an unstable exchange 
of the rupee, to which there was, up to quite recently, 
any amount of capital offering. The evidence taken 
before the Ceylon Currency Commission was perfectly 
conclusive on that point—that never during the whole 
history of the Colony had there been more capital 
offering than there was at that particular time. 

4781. (Chairman.) Bo I understand you to say 
that no English capital has gone to Australia ?—No, I 
do not say that. What I said was that the stability 
of exchange between England and Australia, nnd 
between England and the West Indies, and between 
England and Fiji, and r good many other places, has 
not induced more capital to go there of recent years. 

4782. Surely there has been a large amount of 
English capital lost in Australia in the last few years. 
It had nothing to do with exchange. So, with regard 
to the West Indies, what it had to do with was not the 
exchange, but the destruction of the sugar industry ? 
—That is just my point, that English capital will not 
follow stability of exchange as the Secretary of State 
for India stated a short time ago. The real magnet 
which attracts capital is profit. 

4783. It is not for me to defend the Secretary of 
State, he can defend himself; but ho was talking 
of exchange between a silver country and a gold 
country. There is no exchange beyond the ordinary 
market exchange between England and Australia, or 
between England and the Mauritius?—But, surely if 
yon would apply the expression “ stable rate of 
exchange ” between India and England if India had a 
gold standard, you would also apply it equally, and 
that is what I did, rightly or wrongly, between Eng¬ 
land and Australia, or between England and the West 
Indies. As I say, the magnet which attracts capital 
is the reasonable chance of profit. 

4784. That will attract capital everywhere. 'The 
Secretary of State’s argument is that he wants in that 
way to attract capital to India—by showing a reason¬ 
able chance of profit ?—Having quoted those countries 
with an even rate of exchange, and stated, I think 
rightly, that no British capital is goiug there just now, 
and has not for some years, I then quote you Ceylon 
with its unstable rate of exchange, and show you that 
there was any amount of capital offering then. I only 
argue from that that stability of exchange of itself 
does not uttract capital. 

4785. Therefore you think that capital has not been 
remitted home from India, and is not prevented from 
going to India on account of unstable exchange. You 
told us a short time ago that a large amount of capital 
hail been remitted home from Ceylon ?—Undoubtedly, 
for the two reasons that I quoted, one that some people 
think that the rate may go down, and, therefore, they 
take advantage of the high rate toreinovo their capital 
and the other that some people believe that there will 
come a time of absence of prosperity and crippling of 
trade, and they therefore try to get out as soon as 
possible. 

4786. That isun unstable exchange ?—They do not 
fear unstable exchange. 

4787. Are you aware that in this time of stringency, 
companies trading in India and in Ceylon have kept 
their money in London at per cent,, while they 
have paid very high rates for accommodation in India 
and Ceylon ?—Undoubted^. 

4788. Will you explain why, in your viow, they 
have done thRt ?—I explain that by the desperate con¬ 
dition of affairs that have been brought about by the 
action of the Indian Government—bringing about 
such a position that was never known before. 

(Sir J. Muir.) I think, Sir, you stopped the Witness 
when he was goiug to explain why, in his opinion, 
people now desired to realise their property in Ceylon, 
because they feared that the 1#. 4 d., the permanent rate, 
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4880. Those other industries are much more in the 
hands of natives ?—Yes, there is still a little coffee, 
and that remains in European hands, but it is not 
much. All the other great exports are -what we call 
native ones. 

4881. Would your views, ns to the adverse effects of 
a high exchange, apply to these other articles as well 
as to tea ?—Precisely as regards the one argument of 
the direct injury of high exchange. As regards the 
other, where they come into competition with silver¬ 
using countries, it might not apply to them all, but it 
would apply to the larger ones. 

4882. {Mr. Le Marchant.) Do you consider that 
the large development in tea production in India and 
Ceylon lias reduced the margin of profit by competi¬ 
tion ?—I should like to have an idea what is meant by 
competition^ Of course we have always started from 
the very first with the serious competition of China— 
the knowledge that China produced what you might 
call the whole of the world’s supply of tea, and from 
the very start we have had to face that competition 
and overcome it. If you mean that between India 
and Ceylon themselves there has been undue compe¬ 
tition, I do not think there has beet' 

4883. I was not using the phrase “ undue compe¬ 
tition,” I meant that the development has been so fir 
rapid that the margin of profit has been brought down 
somewhat quickly?—You come back. I think, (o 
over-production. It is practically the same thing. ] 
should almost say that over-production is a relative 
term, and that so long as China and Japan contributed 
to America and the Continent 150,000,000 lbs. of tea 
we did not regard, as long as we were on even terms, 
our production as being over-production. Wo had 
pushed China tea out of the English market, and we 
felt that we could do the same with the other markets 
if we had been on even cuh-ency terms. As long 
as this enormous quantity of China tea was consumed 
in the foreign markets I do not think we regarded 
ourselves as over-producers, but with the reluctance 
of present buyers to pay a higher sum for our tea, we 
have had our English consuming market undoubtedly 
over-supplied. 

4884. And to that extent any element in the cost 
of production such as the advantage, so far as it ex¬ 
tends, of a low exchange is the more important ?— 
Undoubtedly. 

4385. If you could view the subject apart from 
Chinese competition, do you think that such an 
advantage as low exchange gives you, being common 
to all producers, would not show itself in increased 
competition, that is to say, that if the element of 
advantage to you is one that all producers in India 
and Ceylon share, that would in itself tend to develop 
competition ?—Prosperity, profit-yielding, would un¬ 
doubtedly bring in more competitors for that pros¬ 
perity, more competitors for that profit, and in that, 
as in everything else, we would say that the tendency 
was to diminish prices. It has been the case, of 
course, in the past dozen years that profit and pros¬ 
perity induced others to enter upon the enterprise 
who would never have entered upon it if it had been 
unprofitable. 

4886. With regard to the competition of China on 
the Continent and in the United States, to what do 
you attribute the fact that while you have displaced 
Chinese tea to a great extent in England, you have 
not hitherto succeeded to the same extent in those 
other countries ?—Of course there are minor factors, 
but undoubtedly this bonus is one of them. We had 
practically displaced China tea in the consuming 
market of Englaud before China and Japan had this 
bonus. If that had existed 12 years ago say, our 
struggle to oust China out from this market would 
have been very much more difficult, and probably we 
should not have succeeded; but we had practically 
Ousted China tea before China got this bonus. I 
would mention quite apropos of your question a 
circular doted the 16th of this month from Hankow, 
which I should like to read : “ Hankow telegrams to 
“ date give the arrivals as about the same as last year. 


“ Russian buyers have purchased considerably in 
“ excess, the quantities being 440,000 half chests 
“ against 330,000 half chests last season, while for 
“ other countries settlements are 100,000 half chests 
“ against 138,000 half chests. The prices paid for 
“ common grades are reported as much higher, and 
“ have been taken principally for Russia.” Of course 
“ prices much higher” means in local currency. 
There we have an instance of the fact that at the 
present moment Russian buyers are increasing their 
purchases of China tea, owing to the fact that they 
get a cheaper article. 

4887. Has not the taste of Russia as a rule been 
very much in the direction of China tea—they 
regard it as very delicate ?—Just in the same way that 
the taste of England used to be. 

4888. {Chairman.) But we have never had those 
very expensive teas here, I think. Is not there a 
China tea which we may say is equivalent to the 
highest brand of champagne ?—There is, but with a 
considerable knowledge of the Russian tea trade, owing 
to my having gone there last year on behalf of Ceylon, 
I find that the idea that Russia consumes a Large 
quantity of expensive tea is without foundation ; she 
consumes a relatively small quantity of extremely 
expensive fancy tea, but the great bulk of the tea she 
consumes is very common tea indeed. 

4389. The average is disturbed by the very high 
price of a smalt quantity of the tea she takes, but that 
is no indication of the total quantity of tea she takes ? 
—Quite so. 

4890. (Mr. Le Marchant.) You would not say 
that there was considerable consumption in Russia of 
fairly high-priced tea?—Considerable in the sense of 
the proportion to the total, I would think not. 

4891. How far do the duties imposed by Russia 
and certain disabilities also on the importation of tea 
from India and Ceylon operate. You are put at a 
certain disadvantage, are you not?—The chief dis¬ 
advantage is the admission of China tea across the 
Siberian frontier at a reduced duty. As regards China 
tea coming by sea, of which a large quantity now 
comes by the volunteer fleet to Odessa, 27 million 
lbs. came from China to Odessa last year. As 
regards that quantity of tea, our tea shipped from 
Colombo in the volunteer steamers is exactly on the 
same terms; being carried in Russian bottoms they 
both get the preferential rates. Were our tea going 
in a bottom other than Russian there would be a dis¬ 
advantage in the preferential rates. But Ceylon tea 
shipped from Colombo in a Russian steamer is at, no 
disadvantage as regards China tea shipped in the same 
steamer. Tea has to pay a duty of I#. 10£rf. on 
entering. 

4892. Some representations have been made by the 
Indian tea trade as to that ?—Undoubtedly. By the 
accident that the Russian volunteer fleets call at 
Colombo we are enabled to ship our tea by them. 
From Calcutta, carried in foreign bottoms, they would 
have a less favourable railway rate to Moscow. Then 
there is the question of the Siberian frontier duty, but 
that equally affects China tea going by sea as it affects 
Ceylon tea goiDg by sea. 

4S93. ( Sir C. Crosthwaite.) Does not much more 
China tea go in Russian steamers than Ceylon tea ?— 
Oh yes, Russia practically consumes nothing but 
China tea. 

4894. Which their own steamers take out ?—These 
volunteer steamers take it. It is their chief cargo 
at one time of the year. 

4895. They do not call at Ceylon ?—Oh yes, 
regularly. 

4896. Do they take a large quantity of tea from 
Ceylon ?—No, because the Russian market is not 
developed. They take all that there is going direct, but 
I will not 88y that it is a large quantity. 

4897. {Mr. Le Marchant.) Suppose the exchange 
fell, for instance if the mints were opened, how would 
you consider the question of taxation ? Some 
suggestion has been made by Indian grower^ that they 
would be prepared to bear an export duty. India 
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has charges of sterling debt to meet. Ceylon, I. 
think, is i not in the same position ?—Its sterling 
obligations are relatively much less. 

4898. Would the Ceylon grower be prepared to 
share in the burden of an export duty ?—The Ceylon 
grower, I have not the slightest hesitation in saying, 
desires not the least advantage over the Indian grower, 
and he is quite willing to be put on even terms as 
regards any export duty. Of course, were export 
duty levied on Ceylon tea in order to make it compete 
on fair terms with Indian tea, that would not be 
handed over to India. We are quite willing to be 
on even terms with India. We want no advantage, 
and if, in order to relieve the auxieties of the Indian 
Government, an export duty was required on Indian 
tea, I have no hesitation in saying that Ceylon would 
be quite willing to re-arrange its taxation so that it 
might not get any protection, as it were, owing to that 
Indian duty. We are not called upon to share the 
burden of India as regards paying its debt. India’s 
burden is of course its own. 

4899. You were alluding j ust now to the effect of 
stringency in the money market. You said that that 
made a difficulty in obtaining loanable capital for 
working estates ?—It does. 

4900. I think you said also that it told on the 
price at which estates could be realized, and you said 
that in case of selling estates ‘during the recent 
stringency, less favourable prices were obtainable ?— 
I did not attribute the less favourable capital prices 
obtainable so much to the actual stringency as to the 
fact that profit had fallen, and consequently buyers 
were reluctant to buy, at all events at anything like 
the rates given when they were more profitable. 

4901. Do you think a buyer would give as high 
prices when the profits of exchange were uncertain ? 
For instance, the reason you were giving for the 
withdrawal of capital, that, exchange was at its 
maximum, and might conceivably fall, would operate 
equally in the purchase price that a buyer would 
offer, would it not ? He would be paying a high 
rate, with the risk of some day or other getting 
hack his capital at a lower rate ?—Ho must realize 
that the capital value of his estate depends on its 
profit-yielding capacity, and, if a low exchange in¬ 
creased that profit-yielding capacity, it will increase the 
rupee value of his estate accordingly, and the increased 
rupee value would make up in many casts—far more 
than make up—die loss that he would make if he took 
his capital back to England., Suppose a man sends 
out from England 10,000/., and buys an estate in 
Ceylon at a certain rate. Then there comes a lower 
rate, and the profit from the estate goes up 50 per 
cent. His capital value will follow, perhaps not to 
the full extent, but he will sell out at the end of a few 
years at a much bigger rupee sum than he gave, and 
that rupee sum might equal 12,000/. for the 10,000/. 
that he put into it. 

4902. With the tendency of profit to be reduced 
to whatever is the usual margin in such a trade 
would not the advantage of low exchange eventually 
work itself out ?—No more than the advantage of a 
brisk market, would—no more than the advantage of 
cheap freights or the opening of the Suez Canal, or 
anything that tended to make. produce cheaper and 
competition keener. 

4903. Then you think the buyer would get back 
the full value of the cnpitnl that he invested at some 
later time. That is to say, that the rise in capital 
value in rupees might be expected to correspond to 
the fall in exchange?—Iu the past it has much more 
than done that. We found that the profit-yielding 
capacity had increased so much, and he got such a 
very much larger rupee sum, that although he had 
to take that home with him at a much lower rate of 
exchange, yet the net sterling sum was much in 
excess of what he brought out. 

4904. And that you attribute to the rate of profit ? 
-r~‘ To th^ rate of profit entirely. The capital value of 
the estate hangs ou the profit. 


4905. So far as providing loanable capital is con¬ 
cerned, a stable exchange is material in that respect, is 
it not?—A stable exchange, other things being equal, 
is a convenience, but I would draw your attention to 
the Ceylon Currency Commission on that point, which 
is very exhaustive. It comprised the inquiries of 
bankers, planters, and representative men, and their 
distinct statement is that: “ The evidence we have is 
“ conclusive that that fall has not prevented the intro- 
K duetion of all necessary English capital, and it is 
“ stated that there is more capital offering for invest- 
“ ment on reasonable terms than has ever been the 
« case before. There is no practical or legal difficulty 
“ in securing the repayment of sterling loans in sterling 
“ value, and the loans of English capital, almost 
“ entirely made to Europeans, are so secured. Native 
“ borrowers and lenders deal entirely ia rupees, and 
“ have been iu this respect unaffected by the flue- 
“ tuations of exchange.” That condition of affairs in 
1892, wlieu there was any amount of capital offering, 
and the rates of interest in Ceylon went lower than 
they ever were, continued up to about 15 months 
ago. In spite of the unstable exchange and the possi¬ 
bility of a fall, there was more English capital offering 
than had ever been known before, and as the result 
the price of estates, as based ou the number of years’ 
purchase, went up considerably. A few years ago 1 
was valuing estates at six years’ purchase. Latterly 
for good high estates 10 years’ purchase was easily 
obtainable, and that in spite of what you may call 
the unstable exchange. Ceylon, I slate without the 
slightest hesitation, has never suffered owing to 
exchange from want, of foreign capital. 

4906. (Mr. Hambro.) Until it was fictitiously 
raised ?—Until it was raised. 

4907. (Chairman.) You have quoted again and 
again from the Ceylon Currency Commission Report. 
Was that a Commission appointed by the Government ? 
Yes. 

4908. AVhs it confined entirely to gentlemen in 
Ceylon ?—Y’es. 

4909. It was purely a local Commission ?—Yes. 

4910. It was comprised of the best men in the 
colony ?—It was comprised of representative men. 

4911. Now I want to have clear the exact amount 
of tea that comes to the English market both from 
Ceylon and India. The entire import of tea into the 
United Kingdom in the year 1896 in round figures 
was 260,000,000 lbs. ?—We shall get into difficulties 
there. You must remember that if you take the 
entire imports to Great Britain a very large proportion 
of that goes out again. 

4912. T am aware of that, T am taking first the 
amount that goes in, I am not talking about the con¬ 
sumption. My question is the entire amount of tea 
that eomes in is now I suppose 270,000,000 lbs.; in 
l!-96 the exact figure was 266,394,122 lbs., that was 
the entire tea that came into Great Britain ?—Yes. 

4913. How much of that came from India. I find 
that in that year there came from India 142,000,000 
lbs., and there came from Ceylon 110,000,000 lbs. 
Then I have here the figures in 1897. The figures in 
1897 were from India 153,500,000 lbs., and from 
Cevlon I think you gave us in your evidence the 
figure of 116,000,000 lbs. ?—No, my 116,000,000 lbs. 
was the export from Ceylon, which is quite a 
different thing from the import to England. Of 
that export, 29,000,000 were consumed outside 
the United Kingdom, although some of it passed 
through the United Kingdom. I am prepared with 
all the Ceylon figures. 1 cannot give you the Indian 
ones. 

4914. Give me the Ceylon figures ; how much of 
the 116,000,000 lbs. came to Great Britain ?—My 
total of 116,000,000 was for last year, 1897, and of 
that 98,000,000, almost 99,000,000, came to the 
United Kingdom. 

4915. Including what passed through ?—Ineluding 
what passed through. 

4916. Then what is your proportion as compared 
with India; in round figures it is two-thirds; India 
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is between 150,000,000 and 160,000,000 lbs. and 
Ceylon is 100,000,000 lbs. ?—Speaking for the Ceylon 
figure, that would be right. 

4917. Now there is one uninterrupted rate of 
progress. The great jump from 1887 to 1888 was 
10,000,000 lbs. In 1887-88 what was the exchange 
value of the rupee ?—In 1886 it was \7hd. 

4918. But where the great jump began was in 
1887. You exported 13,824,000 lbs. and the next 
year you exported 23,820,000 ?—Yes. 

4919. What was the rate of exchange in that year ? 
—That is 1888. 

4920. 1888-89?—16}<f. 

4921- Now you have a still more enormous jump 
next year; from 23,000,000 vou go up to 34,000,000 ? 
—Yes. ' 

4922. And the exchange is still a little higher, 
Is. 4 \d- ?—Yes. 

4923. Then you have an enormous jump next year 
up to 45,000,000, and the exchange is then Is. 6d. ? 
—Yes. 

4924. Then it is 1$. 4d. ; there are two years in 
which it is Is. 2d. ; there are two years in which it is 
1*. 1(7 and then it goes up to U. 2d. and then to 
1*. 3d. ?—Yes. 

4925. Now with those figures before you do you 
say that the progress of the tea trade in Ceylon has 
been materially affected by the rate of exchange ?— 
U ndoubtedly. 

4926. Although you see that the greatest improve¬ 
ment in the tea trade was cotemporaneous with the 
high exchange rate ?—Precisely. The explanation is 
very simple. Tea takes five or six years to come into 
full bearing and the tea that was planted during the 
period of the downward rate of exchange did not 
come into bearing for some years afterwards. Tea 
planted in 1886 would not come into bearing until 
1890. It is due to the fact that tea is not an annual 
or a serial but a perennial. You will see, for instance, 
the year after next, no matter what the, exchange may 
be, probably bigger exports from Ceylon because a lot 
of tea has been planted daring the last few years 
encouraged by the low exchange. 

4927. But this rate is going on allowing for all that 
—the tide seems never to turn ?—The rise of exchange 
in 1890 was regarded as an extremely serious one at 
the time, and the belief and hope was that it would 
not be permanent. But at that time again we were 
linked with China. We knew that if the rupee went 
up it would injure us but w« could still fight on 
because China would be equally injured. It is only 
since then that this divergence between the bullion and 
the currency value has made the matter much more 
serious. 

4928. Now you said in reply to Mr. Le Merchant 
that you practically have no remittances to make to 
England in respect of your Government expenditure ? 
—Oh, yes we have. Ceylon's gold debt is about 2^ 
millions sterling. 

4929. Is. that all held in Great Britain ?—That is 
all held In Great Britain. 

4930. What is the amount of interest on that?— 
It is. practically all for public works on which there 
has been a slightly varying rate of interest on sink¬ 
ing fund. We have the full details in the Currency 
Commission Report. 

4931. How is the balance of trade between you 
and Great Britain?—Undoubtedly the balance of 
trade is strongly in our favour although the Govern¬ 
ment figures do not bring that clearly out. 

4932. I did not catch the figure you mentioned, 
but you said that a rise of 20 per cent, in the value 
of the rupee affected you to a certain amount. What 
was that amount ?—If it fell 20 per cent. Ceylon 
received 10,000,000 more rupees for a given quantity 
of sterling. 

4933. Supposing it fell 50 per cent, what would 
that be ?— Am long as the local purchasing power of 
the rupee continued, as it has continued in the past, 
practically unaffected, the benefit would be in direct 
proportion. 


4934. And so if it went to 70 or 80 per cent. ?— 
With the qualification that the local purchasing 
power remained the same it would go on even at 70 
or 80 per cent. 

4935. In other words, if you could buy a depre¬ 
ciated currency at a lower price the profit wuuld 
still become greater to the capitalist who paid his 
wages in the depreciated currency?—No, that is too 
broadly put. Were it a depreciated currency, say 
for instance a South American print’ng-press note 
issue, it undoubtedly would not do sc. but where 
the local currency proved to be stable as regards 
local prices it would be so. 

4936. Now, you were asked by Mr. Campbell about 
the effect of an import duty and seignorage. In your 
judgment, who pays an import duty ?—I think, speak¬ 
ing roughly of course, the people of the country have 
to pay it. Although the particular class may have to 
pay it in the first instance, it, filters through to the 
people of the country ultimately'. 

4937. Take the import duty on a certain article, 
say tea ; who pays that ?—The user. 

4938. The consumer?—Yes. 

4939. If the Chancellor of the Exchequer last 
month had put on a duty of 2c?. a pound on tea, the 
consumers of Great Britain would have paid that 
duty ?—That would be one of the instances where it 
would take a little time to filter through to the people 
of the country. 

4940. But suppose he had put on 2d., the consumer 
would pay it?—The moment it got into the hands of 
the middleman, the consumers would have to bear it. 

4941. Do you know that when Mr. Goschen took 
2c?. per pound off tea it was reduced in every grocer’s 
shop in London the next morning ?—On paper. The 
reduction of a duty of that kind forces the retailer, I 
think, to be not very honest. His Is. tea that he 
was selling the day before the duty he. is bound to sell 
now at 10c?.; but he probably puts in a 10c?. tea. 

4942. And you are equally sure that if the duty was 
raised the retailer would put it on directly ?—As soon 
as he could. 

4943. Now, assume that a large duty was put on 
silver in India, tell me who would pay that duty ?— 
The user of the silver. 

4944. That is the consumer in India?—The con¬ 
sumer in India. 

4945. Then how does it make him any richer in his 
currency ?—It would not make him any richer so far 
as that particular direct action was concerned. 

4846. Assuming that the general value of silver 
throughout India was raised by an import duty dealing 
with internal transactions in India only, that would 
have no effect ?—That would have no effect. 

4947. But the moment the consumer in India wants 
to send out his silver to a conntry where there is no 
such duty, then his silver is down ?—I hardly follow 
that. 

4948. Let me take a concrete illustration irrespective 
of the present figures. Let us take it that the intrinsic 
value of the rupee was Is., and a duty was put on 
which made its value in India Is. 3c?.; that rupee has 
to be remitted to London to get its gold value for any 
purpose you like. In London there is no such duty, 
and therefore the intrinsic value of the rupee in silver 
is only Is. ?—Yes, the bullion value. 

4949. It will not fetch more than Is.?—No; if 
there is a shilling worth of silver in it, it will fetch Is. 
as bullion. Might I make a remark in connection with 
that reasoning? Whatever its application may be 
when you are considering an export and an impart of 
perfectly equal value, even if you include the portion 
of the indebtedness, it does not apply to the surplus— 
to the accumulation which the producer is making 
over and above his living. Suppose he saves 20 or 
30 rupees, or suppose he saves a certain amount of 
produce and gets more rupees for it, it, undoubtedly 
adds to his own accumulation if there ,is any saving 
going on at all. 

4950. I was simply asking you with reference to its 
exchange value. I quite see the force of what you 

Z4 


Mr. T. -Y. 
Christie 
and 

Mr. W. M. 
Lrahe. 

28 June 1898. 



Mr. T. N. 
Chrittie 
and 

Mr. W. M. 
Leake. 

IS Jane 1S98. 


Mr. C. S. 
Cos. 


184 INDIAN CURRENCY COMMITTEE: 


My, but its exchange value would not be affected by 
an import duty confined to the country into which it 
is imported; I am supposing there is not a universal 
duty?—Not the exchange value as regards bullion, 
but of course at the present day we know that it has 
been affected in an artificial way by the closing of the 
mints. 

4951. Its exchange value ?—Its exchange value has 
been affected. The exchange value, were it a bullion 
coin and passing as bullion, of course, would not be 
affected, but if it were an artificial value it would be, 
and with seignorage and import duty you would have 
an artificial value of the rupee, which would extend to 
its external exchange value. 

4952. Is there not an artificial value on all token 
currency ?—I wauld hesitate to broadly answer yes. 
Certainly it is so with silver tokens. 

4953. What is the intrinsic value of our shilling ?— 
Less than half its face value. 

4954. Yet if I go out into the street its worth to 
me is the twentieth part of a sovereign ?—Yes. 

4955. Then that is an artificial value ?—It is an 
artificial value. 

4956. Eaised by the Act of the legislature ?—Yes, 
it is, but it is not legal tender beyond a small amount, 
and is subsidiary to a standard coin. 

4957. It is not legal tender beyond 40s., but you 
can raise a token currency, and its value is always 


arrificial, is it not ?—I would think not. I would say 
that the silver currency of England was a token cur¬ 
rency at a time when it was on a par with gold. 

4958. When was it ever on a par with gold ?—I 
should say about 1869 or 1870. 

4959. There was always a very large margin. 
When they resumed cash payments, when silver was 
5s. an ounce, the intrinsic value of 20s. was only 
about 18s. However, we will not pursue that. 
Now you have told us about the dividends paid 
by various companies. Were those high dividends 
paid on the original sums invested or upon the 
increased values you mentioned?—The older com¬ 
panies purchased tbeir estates at lower prices than 
the later companies, and their dividends are paid 
upon the Bums that they then acquired the estates at. 

4960. (To Mr. Leake). I understand that Mr. 
Leake will prepare for us a table of the capitals of the 
various companies and their dividends extending over 
this year ?—Yes. The dividends can be comparatively 
easily given. I thought you were asking for the cost 
per pound of tea in the case of each company. 

4961. No, I only want you to show the capital of the 
companies and the amount of their dividends ?—We 
have it all here ; there will be no difficulty about that. 
You mean English companies? 

4962. All companies, local companies as well os 
English companies ?—Very well. 


(The Witnesses withdrew.) 


Mr. Charles Stewart Cox called and examined. 


4963. (Chairman.) Where do you reside?— Sand 
6, Billiter Avenue, is my City address. 

4964. How would you describe yourself, as a 
merchant or a broker ?—I am both. 

4965. Engaged mainly in the Indian and Eastern 
trades ?—Yes, and American. 

4966. Have you had experience of trade with 
Ceylon as well as with India ?—I have lived in Ceylon, 
but I have had no experience of trade with it. 

4967. May I ask how many years you lived in 
in Ceylon ?—About two years. 

4968. When ?—I was there in the years 1879 and 
1880 and part of 1881. 

4969. Have you been in India at all ?—Only tem¬ 
porarily. 

4970. I suppose you are very much interested in 
currency questions between England and India ?— 
Very much. 

4971. Will you tell us your experience first as a 
business man as to what was the condition of things 
prior to 1893, when the mints were closed ?—And 
while exchange was falling ? 

4972. Yes. Was that advantageous or disad¬ 
vantageous to trade ?—I think it always imported a 
very speculative element into the trade, and a great 
deal of business that was done resulted from your taking 
a correct or incorrect view of the course of exchange. 

4973. Would you mean by that that business trans¬ 
actions had imported into them an element of un¬ 
certainty owing to a doubt as to how the transactions 
would ultimately work out through the exchange ?-— 
Yes, exchange was one of the three items in my 
business which you had to reckon with, and was one 
of the most uncertain of the three. 

4974. And that you consider a great disadvantage ? 
—I do. I consider it a great disadvantage. 

4975. You remember the closing of the mints ?—I 
do. 

4976. Will you tell the Committee what you think 
cf the policy of closing the mints?—I thought the 
intention which underlay the closing of the mints was 
favourable from my point of view, the intention being 
to steady exchange. 

4977. The rise in exchange did not take place for 
some 12 months after the mints were closed ?—As far 
ns I recollect, not. 


4978. In 1892-93 tho exchange was nearly 1*. ‘id.; 
in 1891-92 it was Is. id. ; in 1892-93 it was Is. 3d. ; 
in 1893-94 it was rather lower, Is. 2\d .; in 1894-95 
it went down to Is. id. ; in 1895-95 it was Is. Hrf. ; 
in 1896—97 Is. 2\d.; in 1897—98 Is. 3 \d., in round 
figures?—Yes. 

4879. Will you tell us what the effect on trade was 
when the operation of closing the mints came fully into 
work ?—The immediate effect was a fall in exchange 
as soon as it was discovered, of course, that the rate 
could not be held up, and the effect on our trade was 
simply the same as before—great uncertainty about 
exchange. As I say, while the intention was, from our 
poiDt of view, a favourable one, the effect on our 
business was to leave our business exactly as it was 
before. 

4980. Then, when the rate of exchange began to 
rise, what was the effect ?—I do not think we have 
ever regarded the position as altered until recently. 

4981. That is, you consider the element of un¬ 
certainty still exists ?—Certainly. 

4982. In fact, as I think you say in your memo¬ 
randum which I have before me, you consider that tho 
policy hitherto has been a policy of drift?—Yes. 

4983. Do you think that is a desirable policy either 
for India or Great Britain ?—No, I do not. 

4984. Have you considered the proposals of the 
Government of India ?—Well, I am not a currency 
expert, I have taken a good deal of interest in th» 
subject, and I have read the proposals of the Govern¬ 
ment of India. 

4985. Just teli us how they strike you as a business 
man ?—Entirely as a business man, and not. at all as 
a currency expert, the immediate effect upon me ot 
the despatch from India was one of great disappoint¬ 
ment, because, while I do not protend to understand 
these questions, I was rather of opinion that the pro¬ 
posal to melt rupees, while it might from an expert 
point of view be supported by good argument, that 
is a question I am not competent to go into, I thought 
from the general appearance of the thing that it 
would be very unfavourably received in England. 

4886. Have you any opinion as to how it would be 
received in India?—I thought that the mercantile 
community in India would receive it very much the 
same as it was received here. 



MINUTES OP EVIDENCE. 


185 


4987. Now what was your opinion as to melting 
down rupees ?—I do not wish to be dragged into a 
scientific discussion about it, because I am not com¬ 
petent to go into it. Jt was mostly the objection on 
the point of the appearance of the thing to people 
who might not understand the technical arguments 
in fa-vourof it, if they existed. I had a feeling myself 
which was probably shared in by a good many, that 
it required rather an expert to understand why 
currency should be redundant, and why it should be 
necessary to melt down rupees, when the bank rate in 
India was 14 per cent. 

4988. In other words, you thought that the existing 
stringency of the money market in India rather 
militated against the assertion that there was a 
redundancy of currency ?—I do not consider that I 
am competent to enter into that, but I had the feeling 
that that was a question that might be asked, and one 
that it would be rather difficult to answer in the 
ordinary way. 

4989. What would be your view of re-opening the 
mint ?—I think it would be absolutely disastrous. 

4990. To trade ?—To trade and the conntry. 

4991. That would be the worst development of the 
policy of drift ?—I should think the very worst. 

4992. You think that same change should be 
made ?—I think it ought to be possible to find some 
way of backing up the If. 4 d. rate, or whatever rato 
was agreed upon, and I think, if possible, it would be 
very much to the benefit of the country and to the 
mercantile community. 

4993. Does the ordinary prudent merchant want 
fixity of exchange ?—I think he does. 

4994. You think that an essential element totally 
irrespective of the rate ?—Yes, I think it gets rid of 
a very speculative element in anybody’s trade. 

4995. Are you at all aware of the movements of 
what is called loanable capital to and from India ?— 
Yes, from my own experience, I understand the move¬ 
ments of loanable capital. 

4996. Since what you call the policy of drift has 
been inaugurated, has your experience been that 
capital has gone to India or come back from India ?— 
I think clearly it has come back. 

4997. The capitalists avail themselves of the high 
rate of exchange ?—I think not only capitalists, but 
private people with balances—of course in the aggre¬ 
gate representing a large amount. 

4998. Now, suppose there wfos fixity of exchange, 
do you think that capital would go to India ?—Yes, 
I undoubtedly think so. 

4999. For all purposes ?—For all purposes. 

5000. Both for investments and loanable capital ?— 
Yes. 

5001. Private European balances when the ex¬ 
change was, we may say, permanently fixed at high 
rate, were invested in local enterprises ?—Such is my 
information. 

5002. And since then brokers have received standing 
orders to buy exchange as soon as “ such nnd such” 
a rate is reached ?—I have heard so. 

5003. ( Sir F. Mowatt) “ Such and such a rate ” 
being what ?—Whatever rate it might be. I do no 
fix any particular rate. 

5004. {Chairman) Have you any experience of 
limited companies with sterling capital in India having 

, Kept u portion of their capital in London earning a 
low rate, while they have been borrowing money in 
India at a high rate ?—I have. 

5005. Can you give us the rates at all ?—The 
deposit rate in London was probably 1^ or H per 
cent., and the rate paid in India was not less than 
8 per cent.; it might have been more. 

5006. And you think that sooner than face the risk 
of a heavy loss on exchange they preferred temporarily 
to borrow in India at 8 per cent., and leave their 
money safe in London at 1 or 1^ per cent. ?—I have 
known of such cases. 

5007. That reduced the loanable capital in India if 
that is so ?—Clearly. 

i Y 2753. 


5008. ( Sir F. Mowatt) May I ask was that at 
any particular crisis ?—It occurred in a case within 
my own knowledge previous to last Christmas—during 
the autumn and up to Christinas of last year. 

5009. {Chairman) Now the despatch of the 
Government of India, which you have already alluded 
to, proceeds on the basis that currency is redundant. 
Did the currency become redundant contemporaneously 
with a scarcity of loanable capital ?—If you accept the 
statement of the Government of India that currency 
was redundant, certainly. 

5010. Just explain that to the Committee in your 
own words?—The Government of India says that 
currency is redundant. You could not discount the 
finest acceptances in India under 131 per cent., 
perhaps even more, at one time, and I think that that 
is sufficient evidence that there was a scarcity of 
capital available for ordinary requirements of trade. 

5011. I will just read what you say in your 
memorandum, and then you can explain it in your 
own language. You say, “Currency may be loanable 
“ capital if it gets into the right channels and put 
“ into circulation, but that loanable capital need not 
“ be currency ; it is currency plus credit ” ?—That is 
my view. 

5012. Just give the Committee the illustration on 
which you base that ?—For instance, a banking house 
in London may have 100,000/. of gold in its vaults— 
that is currency ; but it may not be available for the 
clients of that house if credit is shaken. Currency or 
capital is much less useful than “ credit,” and there is 
hardly a business in London that could he carried on 
entirely on such “ currency ” as any one firm could 
command. The business of the Bank of England 
could not be carried on, I take it, on the volume of 
gold which it has got in its coffers, and I rather think 
that one or two houses—I may be technically wrong 
here—but I think that one or two houses in London, 
if they put their heads together and wanted to do it, 
could take away the great hulk of the gold from the 
Bank of England at one sitting. That is the reason, 
I think, that business cannot lie carried on entirely on 
currency, and it is not even so carried ou here. 

5013. Now to test this, just take the converse case. 
You have been taking the case of loanable capital 
hardly existing and currency being redundant. Now 
take it the other way r—I draw no deductions from 
it, but in America during the financial panic of July 
1893, it was extremely difficult to get change for a 
50 dollar bill. If you went to a bank at that time 
with a cheque for 25,000 dollars and you had 200,000 
dollars lying to your credit, the bank would say, 
“ What is the very least you can do with ; here is a 
“ cheque for 25,000 dollars; cannot you do with 
“ 5,000 dollars?” If you said “No,” they would 
say, “ What is the very least you can do with ? ” I 
am not an expert in these matters; I can only say 
what has been my experience. I never heard it 
suggested that currency was either redundant or 
otherwise in America at that time, but you could not 
get hold of it. On the other hand, so far as my own 
business was concerned, there was no difficulty in 
borrowing money here to send to America against 
securities in America. 

5014. Yet there was srreat difficulty in getting 
currency m America ?—I believe there was. 

4015. Just before the last Presidential Election 
was there great difficulty in obtaining money in 
London on American securities ?—There was an entire 
absence of confidence in the position, and it was most 
difficult in my own business to borrow money. 

5016. Was the reason of that the fear of a return 
to a silver standard ?—I think that was the fear. 

5017. China, at present, has no currency at all, has 
it ?—I believe internally not, except lumps of copper 
and bits of silver—no currency as we understand it. 

5018. They introduce a large number of Mexican 
dollars, do they not ?—I think that is chiefly, if not 
entirely, in the Treaty Ports. 

5019. Now let us Come from generals to particulars. 
Your firm is largely engaged in the jute trade ?—Yes. 
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5020. How many bales da you export from India ? 
—My firm as a firm does not exist in India, but the 
firms whom I represent here export over 690,000 
bales out of this season’s crop. 

5021. Out of a total of how many ?—A total of 
about 3,500,000 bales. 

5022. How is that export affected, prejudicially or 
beneficially, by a rise or fall of exchange ?—The 
figures which are at my disposal do not show that the 
variations in exchange have had much effect on the 
export, and they certainly do not show that the higher 
exchange ruling during the last year has had any 
effect unless a beneficial one. 

5023. Just give us the figures in round numbers 
from 1882 to 1898 of the exports of jute from India? 
—The total exports of jute in 1890-91 were these. I 
must explain that the season begins on the 1st August 
and ends on the 31st July. 

5024. That would be the season of the year 
beginning on the 1st August 1890 and ending on the 
31st July 1891 ?—Yes. 

5025. What was the total in the year 1890-91 ?— 
2*787,000 bales. 

5026. 1891-92 ?—1,732,000 boles. 

5027. 1892-93 ?—2,830,000 bales. 

6028. 1893-94 ?—2,245,000 bales. 

5029. Now the year after the mints were closed 
and the temporary effects had passed awav—the year 
1894-95?—3,064,000 bales. 

5030. 1895-96 ?—3,094,000 bales. 

5031. 1896-97 ?—2,840,000 bales. 

5032. 1897-98 r—3,380,000 bales up to date. 
That is not the total. 

5033. At all events this year, you say, 1897-98, 
which is not yet over, will be the highest export of 
the last decade ?—Yes. 

5034. Can you give us the figures as to rice ?—For 
the year 1890 the total export from Burma was 
, 1,287,000 tons ; in 1891 1,216,000 tons; in 1892 

1,128,000 tons; in 1893 1,304,000 tons; in 1894 
1,366,000 tons; in 1895 1,312,000 tons; in 1896 
1,257,000 tons; in 1897 1,566,000 tons, the largest 
on record. 

5035. I suppose your opinion would be from those 
figures that the exchange rate in no way affects the 
production either of jute or rice ?—I do not think it 
docs. 

5036. Supposing there war. a fixed currency, say 
at the rate of Is. Ad., would that he injurious to the 
manufacturing jute industry of Dundee ?—No, I do 
;not think it would. 

5037. Not even in competition with Calcutta?—I 
think it would be beneficial in this way, that the 
falling exchange accentuates the injury which 
Dundee is suffering. 

5038. You think it does?—I think it does. 

5039. Then if a falling exchange accentuates the 
injury, a rising exchange would tend to remove 
it?—I think there is no doubt that the Dundee 
manufacturer would be in a better position if the 
exchange was at 2s., so far as that is concerned. 

5040. Are you familiar with Burma ?—I have 
recently been through Burma. 

5041. What is your impression as to what it needs 
for its full development ?—My impression is that 
Burma has been opened up by Government in the 
most extraordinary way. The railways are perfectly 
Wonderful when you consider the short time that the 
country has been in the hands of the Indian Govern¬ 
ment. I think the only thing that Burma wants is 
the investment of private money. 

5042. But the merchants in Burma are not 
anxious to see that development, are they ?—That is 
what I gathered from conversations with them. 

6043. They consider that a limited trade with large 
profits is preferable to an extended trade with small 
profits ? I would not like to say that is the general 
opinion, hut that i3 the impression that I brought 
away from there. 

5044. Now is there any other remark that you wish 
to make in your examination-in-chief ? If so tell the 


Committee what yon have to say in your own 
words?—I have said in my statement here that I think 
the mercantile community in India are in favour of 
fixity of exchange. I have heard it recently stated 
that the Chamber of Commerce in Calcutta is against 
what the Government of India is doing. I think 
from information I have from Calcutta it is pretty 
clear that the Bengal Chamber of Commerce is 
not against what is being thrashed out before this 
Committee, but it is against the special proposals of 
the Government of India. 

5045. Your opinion is that the protests of 
disapproval which have been received from India 
are based mainly on the objections entertained to the 
proposals of the Government of India, and not 
against fixity of exchange ?—I believe so. 

5046. (Sir F. Mowatt.) You said that the unsteady 
exchange made trade with India speculative, and 
that was a disadvantage ?—Yes. 

5047. You did not say—I do not know whether 
you intended it—that that affected the volume of trade 
with India ?—I do not think it affects the volume of 
trade so far as it is within my knowledge. 

5048. Do you think it. has affected either the jute 
or the rice exports ?—The figures do not show that. 

5049. Should you say there was any material export 
from India of which the volume has been affected 
within your knowledge ?—No, there is nothing within 
my knowledge that has been affected. 

5050. From what you have just said it would seem 
that the Burmah merchants have the same opinion— 
that the variation in exchange does not really injure 
the total volume of their trade ?—The rice exports 
are greater this year than they have ever been before. 
With regard to that, I may say that the lowest point 
that jute ever touched was in 1882, when it went 
down to 2 rupees 8 annas after a rather large crop. 
The lowest point it has touched after the biggest 
crop on record is about 3 rupees. In 1883 exchange 
was about Is. 7 d. At 3 rupees, which I take as the 
lowest point, it was Is. Ad. ; and I do not know that 
anything more was said about the 2 rupees 8 annas, 
than the 3 rupees. The native of India complains 
now as much of 3 rupees as he did of 2 rupees 
8 annas. 

5051. (Sir J. Muir.) I think you stated that you 
understood the majority of the Chamber of Commerce 
of Calcutta disapproved of the proposals of the 
Government ?—I said that the Chamber of Commerce 
had expressed disapproval, and I presume that that 
represents the majority who gave any opinion on the 
subject. 

5052. Have you any information to lead you to 
suppose that the majority of the Chamber of Commerce 
approved or disapproved of the arbitrary rate of If. Ad. 
being fixed by the Government of India ?—I can only 
answer that by saying that I gathered from the 
newspapers and from general conversation that they 
do not disapprove of the statement which was made 
by their president in the beginning of the year I think, 
based upon the understanding that If. Ad. was what 
would be aimed at; and I understand that when the 
Chamber was recently approached again on the subject 
as to whether or not they were in favour of the present 
proposals of the Government of India, out of 160 
members about 33 replied, and I presume that the 
majority replied that they were not in favour of the 
proposals as contained in the despateh. 

5053. Had that any bearing upon the rate of 
If. id. ?—I do not think that it had. 

5054. You have no information ?—I have not got 
the question which was put to the members. 

5055. (Sir D. Barbour.) You say that the inten¬ 
tion of closing the mints was to steady exchange at 
the rate mentioned at the time. What was that rate ? 
—What I meant was that the intention of the Govern¬ 
ment was to steady exchange. 

5056. At what rate ?—At the rate which they gave 
out. 

5057. What was that ?—If. Ad. 
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5058. My recollection is that Is. 4 d. was merely a 
provisional rate to prevent a sudden and great rise of 
exchange, and that the intention of the Government at 
that time was to close the mints and see what happened, 
and to fix the rate of exchange afterwards. I do not 
know whether you are prepared to say that you have 
information to the contrary ?—-I am afraid without 
referring back I could not say. My general impres¬ 
sion was that they spoke of Is. 4 d. 

5059. Other people have that impression too. If 
you can find any evidence that that view is correct, will 
you put it on the notes when you revise your 
evidence ?—Yes. 

5060. Now, you do not approve of a policy of drift 
under the present circumstances ?—I do not. 

5061. What would you propose to do ?—As I have 
said, I can only speak with any certainty of what I 
understand, and I might have views which would have 
comparatively little value to the Committee. 

5062. You are not prepared to make any sugges¬ 
tions as to what ought to be done ?—I am prepared 
to say that what I want is convertibility of the rupee. 
With the slight knowledge that I have of the matter, 
I do not think that gold being in circulation in India 
is at all an essential part of any scheme. 

5063. You do not wish to suggest any means to 
obtain that convertibility of the rupee ?—No, I think 
not. 

5064. You leave that to the experts ?—Yes. 

5065. You mentioned a case of a company having 
kept their money at a very low rate in England while 
they borrowed at 8 per cent, in India ?—Yes. 

5066. Did they find it a profitable operation ?—No, 
I think it was more prudent than profitable. 

5067. Perhaps if a similar state of things occurred 
again they might not keep their capital here ?—Yes, I 
think they would under identical circumstances. 

5068. You think they would still prefer prudence 
to profit ?—If there was such great uncertainty as 
there was at that time. 

5069. Why is there such a high export of jute this 

year ?—There was a good deal sown last year after the 
famine. I think the general tendency with the natives 
would have been to have sown grain, but, of course, 
there is a scarcity of seed. * 

5070. Why is there such a high export of jute ?— 
I think there was more jute grown last year. 

5071. Was it a good crop ?—It was not thought 
at the beginning to be a good crop, but it has been a 
fair crop. 

5072. The jute that is produced is worked up 
partly in India and partly exported ?—That is so, and 
the figures only deal with exports. The general 
tendency of the jute crop in India is to increase. 

5073. There are more jute mills in Calcutta than 
thero were ?—Oh yes. 

5074. And it is to be presumed that they have 
worked up more jute ?—No doubt. 

5075. There is also a larger quantity exported ?—A 
larger quantity exported. 

5076. And, therefore, we may fairly reckon that 
there has been a larger quantity produced ?— 
Certainly. 

5077. That would be quite independent of the rate 
of exchange ?—Yes. 

5078. Then why has there been so much more 
rice ?—I believe the weather conditions have been 
favourable. 

5079. That is another case of a good crop ?—That 
is another case of a good crop. It appears on these 
diagrams that the jute crop and the rieo crop have 
varied the same way. 

5080. Do you think the tea trade has been affected 
by the continuous fall in exchange ?—Tue tea trade ? 

5081. The production of tea in India and Ceylon ? 
—I think the profits of the tea gardens may have 
been increased by the fell in exchange at the 
beginning. 

5082. You think it would not last. Has it lasted 
or not, do you think ?—I do not know very much 
about tea. 


5083. (Sir C. Crosthwaite.) You say in your 
statement that the exchange rate has nothing to do 
with production ?•—Yes. 

5084. Has it nothing to do with the export of 
what is produced ?—-I do not think the figures show 
that it has. 

5085. In your experience, does a fall in exchange 
cause a merchant to lower his sterling prices ?—I 
think that it always lowers sterling prices here. 

5086. That is what I mean. Would not that 
increase the demand here ? When you were able to 
put the article down here at a lower sterling price 
would not that naturally increase the demand for it 
here ?—If the fall in exchange was sufficient to put 
the price down to a figure at which all manufacturers 
considered that buying jute was a perfectly safe thing 
it would, but I do not think that taking into account 
the production at the same time it has had that effect. 

5087. Still you think that sometimes it does lower 
the sterling price ?—I think the tendency is to lower 
the sterling price temporarily. 

5088. And the lower the exchange falls the more 
rupees the Secretary of State has to sell in order to 
meet his liabilities ; is not that so ?—So I understand. 

5089. Would the fact that the Secretary of State 
has to increase the sale of his rupee bills tend to 
increase the export ?—I do not think it would have 
any effect on the exports one way or the other. 

5090. Do you think if the Secretary of State has to 
take a lower rate, if he must sell his bills, and he 
lowers the rate in order to sell his bills, that that acts 
indirectly as a reduction of the sterling price ?—I 
presume that it has the effect of lowering the 
exchange, and the immediate effect of lowering 
exchange is a tendency to reduce the sterling price 
here. But I think it all depends on supply and 
demand, and I think in any one year the effect 
remains very much the same either way. All I mean 
is, that if the statistical position of an article be good, 
a fall in exchange raises the rupee price. If it is bpd 
a fall in exchange is an excuse for putting the sterling 
price down. 

5091. ( Sir A. Dent.) You say in your memo¬ 
randum, “ As long as there is any uncertainty about 
“ the Indian currency, the silver party in America 
“ will hope against hope that the mints will be 
“ opened, and will act accordingly.” Then you go 
on to say, “ When the Indian currency is effectually 
“ settled, the Straits Settlements may possibly join 
“ hands with India.’’ May I ask if you have any 
special information about the Straits Settlements 
joining with India? Are they so bound up with 
Burma ?—Joining with India has been talked about 
in the Straits Settlements, but I have no special 
information on the subject. 

5092. (Mr. Holland.) You toll us that in your 
opinion the fixity of exchange is wanted even more by 
the country at large thnn it is by the prudent mer¬ 
chant ?—I think so. 

5093. Do you think the mass of the people care 
very much about the rate of exchange ?—Well, I put 
the country before the merchants, who are a very 
small body; that is all. I think the country would 
benefit. 

5094. You think it would be to the real interests of 
the country ?—Certainly. 

5095. You do not suggest that the country are 
clamouring for such and such a rate of exchange ?— 
Oh, no. 

5096. Because it is probably a question about wjhicb 
the people have not very much knowledge ?—No, 

5097. So that the actual interest in the question, is 
limited to the external trader, whether exporter or 
importer ?—I think so. 

5098. You expressed the opinion that fixity of ex¬ 
change would have the effect of attracting capital once 
more to India ?—I think so; undoubtedly. 

5099. Do not you agree that before eapital is to go 
out to India there must be a reasonable prospect,of.ita 
permanent profitable employment thorp ?—I think so. 
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5100. You think that that prospect would be mate¬ 
rially improved by fixity of exchange ?—I think there 
is plenty of opening for the employment of capital in 
India if it can safely go there. 

5101. You think it is deterred by the uncertainty 
in the matter of exchange ?—Certainly. 

5102. You instance the case of a London bank, 
which you say might have 100,000/. of gold in its 
vaults, but it might be too timid to lend that 100,000/ 
if credit were shaken. You do not suggest, do you, 
that that timidity has been operative in the case of the 
presidency banks lately, and that they have had very 
large sums in their vaults, but have been too timid to 
lend it ?—Ho. 

5103. Do you think if they had had money pro¬ 
bably the I3| percent, you mentioned would have 
induced them to lend it ?—You mean the presidency 
banks ? 

5104. Yes ?—No doubt. 

5105. You are aware that they have had the best 
security tendered to them, and yet have refused to 
lend ?—That is so. 

5106. You decline to say whether or not currency 
js redundant, but still you admit that it is very difficult 
to get hold of ?—It is difficult to get hold of as loan¬ 
able capital. 

5107. Do you think the melting down of rupees 
would increase that difficulty or diminish it ?—I do 
not think the melting down of rupees is necessary at 
all. 

5108. Referring to the question of sending home 
capital, which you tell us has been resorted to largely, 
could you tell us from your own knowledge if much 
of it has been sent home in the form of rupees ?—No; 
I think it has come home in the form of bills. 

5109. So that the sending home of that capital has 
not diminished the stock of rupees remaining in India ? 
—Presumably not. 

5110. You speak with great authority of course on 
questions affecting the jute trade, and I think yoc 
have expressed the opinion that the Calcutta jute 
industry has not been in any way affected by the 
Is. 4 d. rate of exchange ?—You mean the raw jute ? 

5111. Will you tell us what view is entertained by 
those who are engaged in manufacturing jute in 
Calcutta as to the policy of closing the mints. Has it 
affected them adversely or not ?—I think it may have 
reduced their profits a little. 

5112. What is your judgment as to the effect of a 
high or a low rate of exchange on the Calcutta jute 
manufacturing industry?—I think they would have 
made more money if exchange had been at Is. than 
they are making at Is. 4</., in rupees. 

5113. And of course they would rather have a 
condition of things which would increase their 
profits ?—I think so. 

5114. (Chairman.) You think they would have 
made more money if it had gone down to Gd ?—I 
think they would have made a great deal more. 
I think if 1 had a share in the profits of a jute mill I 
would like to open the mints ; if on the other hand 
I had money invested in a jute mill I might from a 
broad point of view prefer to have it fixed at Is. 4 d. 

5115. (Mr. Holland.) You expressed the opinion 
that Dundee has been advantaged by the improvement 
in exchange, and I suppose it would not be unfair to 
suppose that the Calcutta manufacturer would be at a 
corresponding disadvantage. What is to the advan¬ 
tage of Dundee would be to the disadvantage of 
Calcutta. Ts not that so ?—I think it would be a 
little. 

5116. Do you think the Calcutta jute manufacturers 
are as largely dependent on their export trade as the 
Dundee manufacturers are?—I should think they 
were, but I have not figures as to that. 

5117. You told us you were yourself disappointed 
with the proposals of the Government of India when 
you s$w them, and' you told us further that what you 
particularly desire is convertibility of the rupee into 
gold, and gold into the rupee, mutual convertibility, 
but of course you admit that that is a very fyarfi nut 


to crack ?—That is all I want. I do not care how it 

is convertible. 

5118. (Sir J. Muir.) Nor the rate at which it is 
convertible ?—I think I would prefer to have it con¬ 
vertible at a rate which is current. I would prefer 
not to have it converted at a rate which may be a 
surprise. 

5119. (Mr. Hamhro.) You argue that currency 
may be loanable capital if it gets into the right 
channel. If I have any loanable capital and I want 
to lend it to you, how can I lend it to you except by 
lending you currency ? What other means have I of 
lending it to you ?—Well, yon might accept my bill. 

5120. I might give you an acceptance at three or 
six months ?—Yes. 

5121. Is the internal trade of India carried on on " 
currency, on acceptances, or on payments in cash ?— 
Well, I can only tell you what is done in my own 
business, and that is, that if I require cash in the 
country I draw bills on the Bank of Bengal, in 
Calcutta, and the branch house gives me currency. 

5122. You have to do your business with currency. 
You raise your currency on acceptances, but you have 
to do your business with currency ?—A certain pro¬ 
portion of it. 

5123. Is not nearly the whole of the Indian internal 
trade carried on by payments in currency ?—I am not 
sufficiently conversant with the internal trade of India 
to answer that. 

5124. You say a banker having 100,000/. of gold in 
his vanlts, that gold would not be available if credit 
were shaken. Would the banker be likely to lend his 
100,000/. in any other form of loanable capital if 
credit was so shaken that he would not lend it in 
gold ?—Probably not. I think that would equally 
apply. 

• 5125. You rather seem to think that currency is 
not necessary for the carrying on of business ; but if 
anybody were to give you’ a cheque on his banker in 
England, and he had not the currency at the bank to 
meet it, would not that be a fraudulent cheque ?—If 
he had not a balance at the bank, do you mean ? 

5126. If the man had no currency at the bank, the 
cheque would not be paid ?—Of course not. 

5127. You said you had known an instance of a 
bank leaving its money here at, 1 per cent., and 
borrowing in India at 8 per cent. I suppose that is 

only because it could re-lend it at a higher rate ?_ 

No. In the case I speak of (which may be one of 
many, of course) it was simply that the directors in 
London prefer to pay 8 or 10 per cent, or 11 per 
cent, in Calcutta, rather than run the risk of sending 
their money out to Calcutta at the then rate. 

^ 5128. May I ask, if they kept all their capital in 
England, what, they were doing business with in India ? 
—They were borrowing money at a high rate of 
interest. 

5129. Because they would make more of it, else 
they would pay no dividends ?—I quite follow that, 
but they wanted the money ; that was the point. 

5130. (Mr. Campbell .) You say that the want of 
fixity of exchange introduces a speculative element 
into business ?—Yes. 

5131. Has that been your experience as a merchant ? 

—Yes, I think so. 

5132. Take what I suppose to be the usual course 
of a merchant’s business ; a merchant in Calcutta has 
got to sell certain produce in London ; he does it all 
by telegraphic advices, does he not ?—Yes. 

5133. He knows what prices he can get in London ; 
he knows what prices he can buy produce at in 
Calcutta ?—Yes. 

5134. He knows the freight that he has to pay, and 
the only other question open is the question of exchange, 
is not that so ?—Well, the three questions are open.* ’ 

5135. I mean supposing he fixes two out of the three, 
why does he leave the other open; it is only if he 
leaves the other open that there is any speculative 
element entering into it ?—I think in the bulk of the 
business which is done in Calcutta, in the bulk of the 
export of products, there are three items which have 
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got to be covered, and I think I may safely say that 
in 99 cases out of 100 one item is not covered. 

6136. Which is that item ?—It may be any one of 
the three. 

5137. {Chairman.) What arc the three ?—One is 
the cost of produce, another is the freight payable for 
the conveyance of the produce, and the other is the 
rate of exchange, 

5138. {Mr. Campbell.) Why should he leave any 
one of these open ?—In a great many cases, of course, 
it is impossible to do the business without having 
some risk in connexion with one of those three items. 

5139. But it is his own option if he takes that risk ? 
—Clearly. 

5140. So that there is no necessity for any specu¬ 
lative element if the merchant chooses to fix up the 
whole transaction at the time ?—In effect I think he 
would do no business if he took that view, and my 
reason for speaking particularly of the exchange is 
that, in connexion with the produce, there are certain 
things which are known to you—in connection with 
freights there are certain things which are known to you 
—but the eccentricities of exchange no one can safely 
forecast. 

5141. But, of course, there is no difficulty in fixing 
exchange ?—There is no difficulty in fixing exchange 
at a rate. 

5142. Suppose a cotton-spinner in Lancashire is 
selling goods in Calcutta, the same three elements 
enter into the transaction. Them is the price in 
Manchester, the selling price in Calcutta, the freight, 
and the exchange ?—Yes. 

5143. Is there any difficulty in fixing up all these 
four elements in the same way as may be done in the 
case of a shipment from the other side ?—I do not 
think there is. 

5144. There is nnother element there : you have 
to fix exchange for two or three months forward; 
you do not recover your rupees for, perhaps, two or 
three months, but you have no difficulty, have you, 
in fixing exchange ? — Not from Calcutta; I am not 
conversant with it the other way. 

(Sir F, Mowatt.) You have to pay for that. 

(Mr. Campbell.) You may have to pay for that. 

5145. Some questions were put to you as regards 
redundant currency ; you have read the Government 
despatch, no doubt ?—Yes. 

5146. Do you see the distinction they make there 
as regards redundant currency—that a currency may 
be redundant if exchange goes to Is. 4 d., but may not 
be redundant if exchange remains at 1 s. 2d. ?—That 
is rather taking me out of my depth. 

5117. Then Sir Charles Crosthwaite asked you 
whether a low exchange did not immediately affect 
the sterling price; but I put it to you whether, in 
the first instance at all events, it does not affect the 
rupee price on the othe.r side; that is to say, that if a 
merchant or banker can buy a Secretary of State’s 
draft at a low rate, the price in London remaining 
the same, ho can afford, can he not, to pay a higher 
price for the produce that he buys ?—He could, but 
I think it entirely turns on the question of supply 
aud demand. I think in practice that is so. 

5148. A low exchange, other things being equal, 
means a higher rupee price?—I suppose it might. 

5149. (Chairman.) Did you tell us that a low rate 
of exchange does or does not affect the sterling price ? 
Supposing you yourself are buying jute, or rice, or 
anything else from India, would the price be affected 
by the rate of exchange ?—I think if there is a fall 
in exchange there is an immediate reason for putting 
down the sterling price here, and if the position of 
the article is such that they feel warranted in putting 
up the rupee price there, then we come back to the 
original sterling price. 

5150. (Mr. Campbell.) Jute is a product peculiar 
to India ?—Yes. 

5151. It is not produced in any other country is 
it ?—Not to any appreciable extent. 


5152. Then it is an export from India which is not 
affected by competition from the farther east ?—That 
is so. 

5153. So that in the case of jute there is no loss to 
India from any bonus given by a low price of silver 
to any other country ?—It is not affected in that way. 

5154. Then you were asked about Calcutta as 
against Dundee. Dundee takes, does it not, a very 
large portion of the raw jute exported from Calcutta 
to be manufactured ?—Yes. 

5155. As between Calcutta and Dundee does the 
rate of exchange make any difference as to the buying 
power of the two places. I will put it in this way : 
Leaving out charges, freight, and so forth, take 
exchange at Is. 4<7.; if jute is say 120 rupees a ton 
in Calcutta that would mean 81. a ton here, would it 
not ?—Yes. 

5156. Practically 81. per ton in Dundee and 120 
rupees a ton in Calcutta is the same price ?—Would 
you mind taking 150 rupees which is 10/. 

5157. Very well, they will be the same ?—Yes. 

5158. Then if exchange went to 2,?. it would be 
150 rupees and 15Z. ?—Yes, it would certainly. 

5159. Then how is a saving effected in Dundee by 
a different price of the raw product?—There is no 
saving in the matter of the raw product, but there is a 
difference in the case of the manufactured article. 

5160. But take, to begin with, the raw product. 

If exchange is 2s., 150 rupees in Calcutta will mean 
15/. in Dundee. If exchange is Is. 4<Z., 150 rupees 
in Calcutta will mean 10/. in Dundee?—Yes, but you 
cannot leave out- 

5161. ( Chairman.) First of all just give us your 
answer with regard to raw material. Mr. Campbell 
wants to know how the exchange affects that ?—I 
think the jute put on board in Calcutta, is the same 
cost to both people. 

5162. Now, do you want to give any explanation 
on your view with reference to the effect of that on 
the manufactured article in Dundee ?—The point is 
that in the case of manufactured goods Dundee can 
probably compete, with Calcutta better at a high than a 
low exchange, for the reason that wages take a long 
time to move in India, and at a low exchange rupees 
go further. Except in the case of expert workers, 
Indian wages have uot materially advanced, anil 
Calcutta, at a low exchange, must have an advantage 
till the inevitable adjustment takes place. 

5163. (Mr. Campbell.) Is not freight a much more 
important factor than the question of exchange between 
Dundee and Calcutta. For instance, Calcutta has to 
pay no freight ; it gets the jute and puts it into its 
mills on the spot. Dundee has to pay freight from 
Calcutta to Dundee before the jute gets into its mills 
at all ?—Yes. 

5164. Is not that a much more important factor 
than exchange ?—No, I do not think it is, necessarily 
there is the question of wages and other charges, and 
in the case of exported manufactured goods, the 
Indian manufacturer has to pay freight to the port he 
ships his goods to. The freight on the manufactured 
article is less than on the raw product, but it is a 
charge which Calcutta has to pay equally with Dundee, 
except on goods sold in India. 

5165. (Chairman.) Would not the low rate of 
exchange be to the advantage of the Calcutta 
manufacturer ?—Very much. 

5166. And therefore to the disadvantage of 
Dundee ?—Yes. 

5167. (Mr. Campbell.) Then you said Dundee 
would be better off with the exchange at 2s. Does 
that mean that the disadvantage to Dundee in the 
way of freight and wages would form a smaller pro¬ 
portion on an original cost of 2s., than on an original 
cost of Is. 4 d. ?—Yes, I think so. 

5168. That is what you mean, is it ?— 

5169. (Mr. Le Marchant.) When you were 
speaking of the various conditions to be settled in a 
transaction, I think you mentioned the purchase price, 
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and the freight, and the exchange, as the three con* 
ditions. The sale price also comes into the transaction, 
does it not ?—Yes. 

•5170, So that really there are four conditions that 
have to he fixed at some timo or other ?—Yes. 

5171. Is it common in trade to have some one con¬ 
dition, at least, unfixed for the moment ?—I think 
that in many cases that is so. 

5172. In fact it would not be very easy always to 
fix all four simultaneously, with a good margin for 
profit, owing to competition ?—I should think in the 
past that is so. 

5173. Would you say that sometimes sales are 
made in advance so as to fix that condition first, leaving 
the others to follow. There is no particular order 
in which they are fixed ?—No. 

5174. Do you consider that so long as exchange is 
a very variable condition, the fact of its being so 
variable does produce a difficulty?—Yes, that is 
what I argue. 

5175. You were saying just now that taking the 
view of a capitalist having money in a jute mill as 
contrasted with the view of the manager of a juts 
mill, an owner of shares might prefer to have a stable 
rate maintained when the manager would prefer to 
have a falling rate. On what do you found that view 
of the shareholder ?—My view is that the shareholder’s 
capital would be safer, while possibly his return would 
be a little le3s than it would be if exchange were to 
fall. 

5170. But looking at the less prico that he might 
realise one day or other on the return of his capital, 


he might consider that the future exchange was more 
important than deriving a temporary gain ?—That is 
what I think might be the view. Of oourse I further 
think that the result of fixity of exchange and con¬ 
vertibility of the rupee would be to turn a good many 
of the 10 per cent. Indian investments into 5 per 
cent, investments. 

5177. Would that come from capital flowing out 
there ?—Certainly that is the view I should take- if I 
had money in a jute mill. 

5178. That might in various ways be of advantage 
to the country, but not to particular holders of shares 
at this moment ?—In the long run I think it would 
be an advantage also to the holders of shares. 

5179. Of those particular shares ?—Of any shares, 
I think. 

.5180. Would you explain in what way you think 
that would be so ?—For instance, in the tea industry, 
which is one that I do not know very much about, I 
understand that a 10 per cent, dividend on an 
ordinary share is looked upon as being about what 
an investor ought to get in view of the risk- of 
exchange and other things. If that industry is on 
a sound basis, I think the result of a convertible 
rupee would be to add very largely to the capital 
value. If they were earning 10 per cent, it would 
reduce the investment to a 5 per cent, investment. 

5181. Because, you say, of the certainty of eventual 
realization—the safety of the capital ?—-Well, would 
not that be more than compensated ? 

5182. I should like your view about it ?—1 think 
they would. Of course it is only an opinion. 


The witness withdrew. 


The Hon. S.'r Wai.teb IIei.y-Hutchinson. G.C.M.G.. called and examined. 


5183. {Chairman.) You are Governor of Natal ? 
—Yes. 

5184. How long have you been in the Civil 
Service ?—24 years. 

5185. Will you just tell the Committee what parts 
of the world you have been in ?—Fiji, Australia, 
Malta, tlie West Indies, and in South Africa. 

518(5. You have had a great deal of experience in 
various currencies in various parts of the Empire ?— 
Perhaps it is too much to say that. I have always 
taken a great interest in the question of currency. 
We had particularly in Malta a very serious currency 
question at one time about the demonetisation of the 
Sicilian dollar, and there have been questions of 
currency in the West Indies. I was asked for infor¬ 
mation about them, and made Reports to the Colonial 
Office on the subject. 

5187. Perhaps you will tell us shortly what you 
regard Mr. Lindsay’s scheme of establishing a gold 
standard for India to be. Just tell us first what it is 
as it presents itself to your mind ?—It is a scheme 
for establishing a gold standard with a gold reserve 
in London, but I did not understand that Mr. Lindsay 
proposed to do absolutely without a gold currency. 
He proposes also that there should be a reserve—that 
a certain amount of money should be borrowed, 
and then more money borrowed, if necessary, for 
the reserve. Mr. Lindsay tells me that it was always 
his intention to propose an absolute guarantee. 

5188. Of the British Government or the Indian 
Government ?—I propose a guarantee of the British 
Government, because I think it is the only guarantee 
that will suffice to secure, a gold reserve. 

5189. Mr. Lindsay’s scheme originully was a gua¬ 
rantee of the Indian Government ?—I did not even 
know that he proposed a guarantee at all. All he 
proposed originally was a reserve of 5,000,0001. of 
gold. Then he proposed 10,000,0007. or else 5,000,0007. 
backed by an import duty on silver, and that there 
should be further powers of borrowing; but as I 
understood the scheme there was no definite state¬ 
ment that under all circumstances the gold reserve 
was tq stand. 


5190. (Sir J. Muir.) I understand ho proposed 
that the Government of India should give the gua¬ 
rantee under his scheme?—Of course there was no 
definite statement that no matter what demands were 
made on the reserve the Government of India would 
guarantee it. 

5(91. {Chairman.) I agree with Sir John Muir; 
I understood Mr. Lindsay’s proposal to be a guarantee 
of the Indian Government, and you say now that that 
is his scheme ?—Yes. if you look at it in that way. 
The points in which my scheme differs from 
Mr. Lindsay’s are two; first, that there should be an 
absolute guarantee of the gold reserve by the British 
Government, and that no maximum should be named. 
Secondly, that there should be a limitation of legal 
tender in India that gold should not be received, even 
in payment of taxation. 

5192. Just modify it now as you consider it to be. 
What have you to say about it ?—The great danger 
appears to be that the reserve should be attacked by 
gold speculators. They might combine in an attempt 
to break it down by calling in rupees in hope that the 
Government would be compelled to abandon its 
position and the rupee would fall. 

5193. You mean that if sterling drafts could be 
converted into rupees at 1.?. 3J<7., and if the sovereign 
were legal tender it might lead to the transfer of a con¬ 
siderable amount of gold to the currency ?—Yes, the 
reason I want to propose that the sovereign should not 
be legal tender is that I want to keep gold out of 
India as much as possible. 

5194. Will you tell the (Committee why you want 
that?—Provided that rupees can always be turned 
into gold drafts at the fixed rate for ihe purpose of 
settling external balances, and the automatic expansion 
and contraction of the rupee currency can be provided 
for, there seems no reason why the sovereign should be 
introduced into India as a current coin, and it js 
submitted that on the balance of advantages and 
disadvantages it is better that it should be excluded 
from the currency. For the grest mass of tEe popu¬ 
lation a gold currency would be useless. If the 
sovereign wo*e legal tender some gold would find its 
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way into the Indian currency, some people think a 
good deal. This would enlarge, and it is submitted 
unnecessarily enlarge, the currency use of gold and 
Correspondingly contract the currency use of silver. 
The former would bring a permanent supply of 
sovereigns and half-sovereigns within easy reach. 

5195. In other words, what you suggest is that the 
fixing of a rate should be confined exclusively to 
exchange purposes ?—Exclusively. 

5196. What Sir John Lubbock happily, I think, 
called an exchange standard?—Yes, no doubt that 
would be the nntno for it. 

5197. And you would confine the use of gold 
entirely to the balance of transactions between 
England and India ?—Entirely. 

5198. Now where does Mr Lindsay’s proposal 
differ from Sir James Westland’s on that point ?—1 
understand Sir James Westland’s'proposal to be that 
gold should be a legal tender in India altogether. 
Mr. Lindsay did not propose to interfere as far as 
I understand with the present arrangement that gold 
is receivable in payment of taxes, which practically 
makes it a legal tender, 

5199. Can you give any precedent for a currency 
being received in payment of taxes and not receivable 
for any other purpose?—No, I cannot, but Mr. 
Lindsay informed me yesterday that gold was not a 
legal tender in India. 

(Sir F. Mowatt.) It is a legal tender for the purpose 
of paying taxes. 

( Sir D. Barbour.) It is not a legal tender, but the 
Government will take it. 

( Witness .) The Government will receive it in pay¬ 
ment of taxes under notification No. 2263 of June 
1893. 

5200. (Chairman.) That is purely a part of what 
may be called the present transition policy. The 
Government under their notifications No. 2262-2263 
of June 1893 will receive gold at the equivalent value 
of rupees at l.f. 4 d. ?—In payment of taxes. 

: 5201. If you take gold they will give you rupees ? 
—No, under the second notification of 1893 it is 
simply that they will receive gold in payment of 
taxes. 

5202. ( Sir D. Barbour.) They receive it in payment 
of Government dues, but they will not force you to 
take it ?—It is not a legal tender no doubt, bui it is 
legal tender to the extent that if gold is offered in 
payment of taxes they will not refuse to take it. 

5203. (Chairman.) It practically comes to the 
same thing, because they will take rupees at the Is. 4 d. 
rate ?—Yes. Then to continue my statement on this 
particular point, the fact that rupees only would be 
legal tender would act as an additional check on any 
attempt to deplete the London gold reserve by 
presenting at the Indian Gold Standard Office rupees 
which are really required for currency purposes. 
If gold were a legal tender, sovereigns could take the 
place of the rupees so withdrawn ; with gold rot a 
legal tender, except at the Indian Gold Standard 
Offices, any rupees thus arbitrarily and speculatively 
withdrawn from the currency should tend to flow 
back into the currency from the Gold Standard Office. 

5204. Suppose I am a speculator in India and 1 
have a large amount of silver which I want to turn 
into gold and I buy drafts on London at this rate, and 
those are cashed in London in gold, what is to prevent 
my exporting that in bullion to India ?—There is 
nothing to prevent you exporting it, but the thing is 
you will have less use for it when it gets to India. 

5205. Supposing I want to hoard it, will not the 
effect of the operation be that I have turned my silver 
rupees in India into gold bullion which I can hoard ? 
—Certainly. 

5206. And of course I can export if I wish ?—All 
I can say is that if gold is not legal tender there will 
be less temptation to do that because there will be less 
use for the gold. 

5207. There would be the danger but less pro¬ 
bability of the danger being incurred ?—When you 
contract the currency, directly there is a demand for 


trade purposes there is a tendency towards expansion, 
a tendency towards gold coming in to fill up that 
demand. 

5208. Your argument being that although rupees 

might be turned into gold that would limit the number 
of rupees in circulation, because gold would have to 
be taken in exchange for rupees ?—My argument 
is- 

5209. I want to see what the effect will be first, and 
we will have the argument afterwards. Suppose that 
a bank or anybody else in India has a certain amount 
of silver; they buy a draft on London, which they 
pay for in India with silver. That is convertible into 
gold in London ; so many rupees are taken out of 
circulation in order to obtain that gold ?—Certainly. 

5210. And that restricts the currency ?—That con¬ 
tracts the currency to that extent. 

5211. The gold not being in circulation you have 
reduced the currency ?—Yes, and that tends to 
strengthen the reserve. That is all I have to say on 
that particular point. Then it is proposed that in the 
event of exchange tending to rise above the gold point 
new rupees are to be coined “ at the discretion of the 
Government.” Under the conditions of the modified 
scheme the Gold Standard Office would discharge 
with reference to the rupee currency functions 
analogous to those discharged by the issue department 
of the Bank of England with reference to the British 
paper currency. Rupees will, in effect, become pro¬ 
mises to pay Is. 3f il. in gold in London at the Gold 
Standard Office. 

5212. They would be a token currency?—They 
would become promises to pay. 

5213. That is one way of putting it. They would 
become promises to pay, but those promises to pay 
would only, be redeemed in London in gold ?—Yes, 
in London. Perhaps you will allow me to proceed a 
little further. The Indian Gold Standard Office would 
have a branch or branches in India where the rupees 
would be presented for payment, and from whicli 
rupees would be issued on deposit of gold either in 
England or in India. You must look on the Gold 
Standards Office as one, whether in London or India—• 
branches of each other. You present gold in India or 
London and immediately get rupees in the same way 
as if you deposit gold in the issue department of the 
Bank of England you get notes. 

5214. (Sir F. Mowatt.) Do you mean that any 
person taking to one of those branch offices 15 rupees 
could buy a sovereign?—No, there is a minimum 
limit and the sovereigns will be obtainable in London 
only. 

•5215. What is that limit ?—In Mr. Lindsay’s 
scheme it is 1,000/. or 15,000 rupees, but that is a 
matter for consideration. 

5216. But that limit would obtain in the branch 
Gold Standard Offices in India ?—Certainly. I do not 
mean to enable anybody to take 15 rupees and get a 
sovereign. The Government would have no power, 
per se. to withdraw or issue a single rupee. The 
amount withdrawn, the amount issued, would depend 
entirely upon the public demand. Payment of rupees 
into the Gold Standard Office against gold drafts on 
London would have the same effect, so far as the 
rupee currency is concerned, as payment of notes into 
the issue department of the Bank of England against 
gold for export would have on the British paper 
currency; it would contract the currency. Issue of 
rupees against gold paid into the Gold Standard Office, 
whether in London or in India, would have; the same 
effect on the rupee currency as an additional issue of 
notes against additional deposits of gold in the issue 
department would have on the British paper currency ; 
it would expand the currency. And as, ex hypothesi, 
rupee currency would be the only currency in India, 
the contraction and expansion of the whole Indian 
currency would be automatic. That is a point on 
which very great stress has been laid. 

5217. (Mr. Hambro.) You would give rupees 
against gold, and gold against rupees?—Yes. 

5218. In India?—No, in London, 1 
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Hon. Sir 5219. Not in India ?—Certainly not in India—in what it would amount to. Then, future issues of 

W. Hely London. You bring the rupees to the Gold Standard rupees couid only be made on a gold basis, and as 
f’T Jl# t'’*’ < - > ® ce * n I Q dia and you get a draft upon London, fresh issues of notes can only be made through the 

' J_; ' The great object is not to move gold from London, issue department, so it is proposed in the modified 

28 June 1898. The Indian mint would stand in the same relation scheme that fresh issues of rupees may only be made 

- to the Indian community as the note manufactory of through the Gold Standard Office. That is practically 

the Bank of England stands towards the British ~ all I have to say. 

community—a manufactory of promises to pay which 5233. What yon mean is that as a fresh issue of 
can only be issued, in future, against deposits of gold, notes by the Bank of England can only be made 

5220. ( Chairman.) But is not there this difference ; through the issue department of the Bank of England 

that the Bank of England has always bullion, or the against bullion in the cellars, so fresh issues of rupees 

equivalent of bullion, say, for the Government debt could only be made through the Gold Standard 

against its notes ?—I am coming to that. Department, which on behalf of the Government of 

5221. (Mr. Ifambro.) Would it not be half of that. India would be holding gold against it?_Yes, it is 

The bank gives you notes for gold, but it gives only to enable the public to understand clearly that 

you gold for notes. That would be only half ?— no fresh issue of rupees will be made except as against 

Perhaps I might be allowed to say that to-day Calcutta gold. 

is practically nearer to London for exchange purposes 5234. Gold is the ultimate measure of value ? 

than Dublin was at the beginning of the century Gold is the ultimate measure of value. 

because of the telegraphic transfers. 1 want you 5235. And you think the effect of that would be 

to consider the Gold Standard Offices as one office. that there would be no longer hesitation in taking 

5222. {Chairman.) I want to get at the real rupee drafts, people knowing that they could always 

kernel of the thing, you know very well that the obtain gold for them ?— That is the effect of the 

Bank of England issues its notes against, so to speak, scheme to fix a rupee at that price. 

two supports behind it. It issues its notes against 5236. {Mr. Campbell.) You say, “ the Gold Stand- 
actual bullion, or it issues its notes against the ard Office would discharge with reference to the rupee 
Government debt and securities. ?—Yes. currency functions analogous to those discharged by 

5223. Does the Bank normally issue notes against the issue department of the Bank of England with 

securities ?—The original issue of 14 millions is _ reference to the British paper currency ?_Yes. 

against securities. I take that expression “ loans and 5237. That is, if you pay 1007. in gold to the Bank 
securities ” from Mr. John Stuart Mill’s book. of England they give you a 1001. note, and when you 

5224. But they are Government loans and present that 100/. note again they will give you gold 

securities ?—-Yes. for it?—Yes. 

5225. From the Banking Department the Govern* 5238. That is simple enough, but your scheme goes 

merit has large advances ; the Bank does not issue a further than that, and says that if you present 100/. to 
single bank note against that; but the Government the Gold Standard Office they will give you so many 
owe the Bank of England 11 millions, and in addition rupees for it; and that if you present so many rupees 
to that there are the lapsed issues of the provincial to the Indian Gold Standard Office they will give you 
banks. When you have passed those two limits the so much gold for it ?—If you present so many rupees 
Bank of England cannot issue a 51. note unless there to the Gold Standard Office they will give you a draft 
is 51. in their vaults against it ?—That is so. on London. 

5226. Then do you propose that your issue of 5239. Which is, eventually, so much gold ?_Ex¬ 
rupees is to be analogous to the issue as against actly. Of course there is a minimum limit; that is a 

bullion, or to the issue as against Government debt? detail. 

—If you will allow me to go a little further it will 5240. Is not that introducing a most important 
answer your question. The Indian mini, would stand complication. Is the analogy the same as for the 

in the same relation to the Indian community as the Bank of England to take 100/. for a gold note and 

note manufactory of the Bank of England stands give you back that 100/. on presentation of the note, 
towards the British community, a manufactory of That is a very simple matter, but is not it a very com¬ 
promises to pay which can only be issued, in future, plicated responsibility, anybody undertaking to convert 

against deposits of gold. The existing issue of rupees silver into gold or gold into silver at a fixed rate ?_ 

would be on a basis analogous to that of the fixed The paper is worth absolutely nothing. 

portion of the note issue which is based ou loans and 5241. Still, it represents 100/. of gold as bein'* 

securities. given for it. and it can command that 100/. ip gold 

5227. That is exactly what you are putting?— again; but this scheme says that they will take 100/. 

Exactly. of gold from you and undertake to give you so manv 

5228. Do you mean taking the existing silver cur- rupees for it, or they will take so many rupees from 

rency in India at 120 crores, the Government of you and undertake to give you so much gold for it. 

India would be entitled to treat that as equivalent to A gold note against gold is a different thing from 

bullion—equivalent to a gold deposit at the Bank ?— turning rupees into gold or gold into rupees?_I 

It is the foundation of Mr. Lindsay’s scheme. admit that that is a distinction, but it is scarcely a 

5229. That would be so ?—Yes. difference. The Bank of England note depends for 

5230. Then you would say any further issue its value upon- the legislation of the British Parlia- 

beyond that must be absolutely against gold ?— ment, which has guaranteed practically 14 millions of 

Absolutely against gold. The only question is these notes upon Government loans, and provided 

whether the Indian Government or the British that those shall be exchangeable against crold. 

Government can take the risk of backing the present In the same way the rupees will be given & this 

active currency to the extent of 120 crores. fictitious value—I admit at once that it is a fictitious 

5231. Do you think that your scheme would value—by the guarantee of the Government to the 

require that amount of backing, I mean in its practical extent of 120 crores of rupees, and the provision that 

bearings ?—1 respectfully submit that if you get the no further rupees are to be issued except against 

backing of the British Government, the risk is prac- gold. 1 ~ 

tically reduced to a minimum because nobody will 5242. But is not that undertaking a much more 
attack it. serious responsibility to convert rupees into gold than 

5232. You mean the guarantee would be so abso- merely to pay a gold note in gold ?_ l think it is 

lutely unassailable that it would never be attacked ?— only more serious because the amount of undefended 

That is it. It would be so overwhelming that no currency in India is so much greater than it is in 

association of speculators would dare to attack it; England. It is 120 crores, I think. 

they would not think of it for a moment, they would 5243. {Chairman.) Do 1 understand you to say 
have to lock up an amount of capital greater than the that you consider that the Government Guarantees 

British Government could afford to guarantee, that is 14 millions of the Bank’s circulation?—! do not say 
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that it guarantees it, but the Bank was authorised to 
issue that amount of circulation against 14 millions of 
Government loans and securities. 

5244. I think for the sake of the argument it 
would make it clearer if you assume that something 
has happened, which I hope will happen at a not very 
far distant date, viz., that that debt is paid off. 
Assuming that that debt is, as I think it ought to be, 
paid off by the Government, and that no relationship 
exists at all between the Government and the Bank 
of England, will you then answer the question on that 
basis ; assuming that the Government has paid them in 
cash, or the equivalent of cash, and that the transaction 
is at an end as between the Government and the Bank ? 
—In that case the difference between the two arrange¬ 
ments would be that in the case of the Bank of England 
notes they would be founded entirely on cold, and in 
the case of rupees they would be founded to the extent 
of 120 millions, which would be gradually reduced 
year by year on the guarantee of the Government. 

5245. (Mr. Campbell.) You are aware no doubt 
that India has a large amount of sterling money to 
remit every year in payment of home charges some¬ 
thing about \7\ millions ?—Yes. 

5246. It is on the excess of exports over imports 
that India must depend to pay that debt ?—Yes. 

5247. Is it your belief that the question of 
exchange has anything to do with the lessening or 
increasing the balance of trade in India’s favour ; 
that at a high exchange she could not command the 
same balance of trade as she could at a low exchange ? 
—I should say that that exchange would rather be 
the result than the cause of any balance of trade. 
If there is an unfavourable balance of trade .the 
exchange would fall ; if there is a favourable balance 
it would rise. 

5248. Then the two act on each other. If you 
get a larger balance of trade at Is. '2d. than at Ls. id., 
you would argue that ls. 4 d. would have an un¬ 
favourable effect on the trade balance ?—I do not 
admit that. I say that the exchange would no doubt 
rise and fall with the balance of trade, but I am not 
prepared to say that an artificial altering of the 
exchange would have any effect on the balance of 
trade. 

5249. Suppose India was not able to draw that 
full 17| millions, with the exchange at ls. id., to 
enable her to do so she might be obliged to let the 
exchange drop to ls. 2d. ?—I do not think that would 
happen if you had a guarantee. 

5250. I am speaking of the balance of trade as 
bearing on India’s ability to pay her sterling debt. 
I will put it in this way. The larger the amount 
that the council have to sell the lower the rate they 
will get. Is not that so. If they had only to sell 
10 millions they might get ls. id., whereas if they 
had to sell 20 millions they might put up with 
Is. 2d. ?—You are dealing with a proposal to put 
matters in an artificial situation. Provided you had 
a scheme such as Mr. Lindsay’s I am inclined to 
doubt whether the exchange would fall even with 
an increased demand for remittances from the 
Government of India. 

5251. It might not fall so long as the Indian 
Standard Office was issuing its gold drafts?—- 
Directly the Indian Standard Office closes and you 
break the reserve, down goes the rupee. That is 
admitted from the first. 

5252. Suppose exchange showed a tendency to fall 
below your fixed rate, say of ls. id., would you 
contemplate allowing the Government of India to 
make its remittances through the Standard Office ? 
—I do not think it matters whether the Govern¬ 
ment makes its remittances through the Gold 
Standard Olfice or not. It is merely part of the 
total quantity of remittances made during the 
year. 

5253. But if in order to get the full amount of the 
remittances the Indian Government availed itself of 
the existence of the Indian Gold Standard Office that 


would soon deplete the reserve fund ?—It might for 
the time, no doubt. 

5254. And if from an adverse balance of exchange 
or a tendency of exchange to fall the gold standard 
reserve were exhausted they would have to begin 
borrowing again ?—Certainly, but there would he the 
usual correctives at work. It seems to me you are 
going on the assumption that India is a country that 
cannot afford to keep the rupee up to ls. id. 

5255. Do you think that the guarantee of the 
Government would inspire sufficient confidence to 
prevent anything in the shape of what you might call a 
run on the fund ?—Yes. You will please to understand 
that I have no practical knowledge of India. All I 
know is from what I have been told in conversations 
with people who know India. I am told that the 
great danger is aq attack on the rese^e by bullion 
speculators. With reference to the question you have 
asked me, I should say that the guarantee of the 
British Government of the reserve would render such 
an attack altogether impossible. Nobody would 
attempt it. 

5256. Is it within your knowledge or have you 
heard that Ihere are large hoards of rupees held in 
India by such people as the native rajahs ?—Yes, I 
have heard that. 

5257. Suppose these holders of rupees thought it 
expedient or in their interest to turn their rupees into 
gold. There would be nothing to prevent their going 
to the Standard Office and taking drafts ?—Nothing 
whatever. 

5258. And if that were done to any large extent 
it would impose a very heavy burden on the Govern¬ 
ment ?—Extremely heavy, but not nearly so heavy as 
the burden of going back to a silver standard which 
seems to be the only alternative. 

5259. Contracting the currency would tend to make 
money very dear, would it not ?—The currency would 
only contract according to the necessities of India 
under this scheme. 

5260. But if there was any desire to turn the 
rupees into gold for remtttance home, that would have 
an effect. Would not that have a prejudicial effect on 
exchange ?—Yes, 

5261. I mean an effect on trade?—Yes; bul 
trade, requiring more currency, the silver would tend 
to flow out of the Gold Standard Office il there were 
an over contraction ; it would remedy itself. 

5262. Does that imply, then, that if there were a 
tightness of money it would cause a counter flow of 
rupees back to India ?—I would not go so far as that, 
but if people find that they are short of currency all 
they have to do is to go to the Gold Standard Office 
and get more. 

5263. (Mr. Hambro.) The chief difference, I think, 
between your scheme and the one we have heard about 
is that you would put the English Government behind 
the Indian Government ?—That is the chief difference. 

5264. Indian 2>\ per cents, are 92 and English 
2^ per cents, are at 102. Parliament would, no doubt, 
have that in mind in considering this proposed 
guarantee ?—Quite so. 

5265. Do you think that Parliament would guaran¬ 
tee an unknown quantity ?—That is not for me to say; 
that is for wiser heads than mine. 

5266. The basis of Mr. Lindsay’s scheme is, if I 
might say so, a famine of currency ?—I do not think 
so. I think that is the basis of the Indian Govern¬ 
ment’s scheme. The Indian Government propose to 
withdraw 10 crores in order to contract the currency 
and suck in gold. 

5267. Where the rate is already 12 and 13 per 
cent. ?—Yes, that is the Indian Government’s scheme 
and not Mr. Lindsay’s scheme. 

5268. Mr. Lindsay’s basis is that there could not 
be a run on the bullion office in India, because 
currency could not become more contracted than it is 
now, the amount of currency in India being necessary 
for the trade thereof?—That is a point about which 
Mr. Lindsay can speak and I cannot. 
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5269. The only reason why too much currency 
might not be presented in India for exchange on 
London would be that there was not enough currency 
to be presented ?—Quite so; that you want more 
currency in India. 

5270. I think you have said that the balance of 
trade has to be satisfied somehow or other ? — 

Certainly. 

5271. Should, on account of wars or famine, or 
anything unforeseen, the balance of trade be against 
India, that balance I suppose would have to be paid 
through the Indian Gold Standard Office ?—Yes. 

5272. And in that way gold in London would be 
used to satisfy the balance of trade ?—The gold would 
not go to India, because it would not be a legal tender. 

5273. But the balance of trade in London would 
be satisfied by, instead of remitting gold from India, 
taking money to the gold office and remitting drafts ? 
—Yes; rupees would pour into the gold office and 
gold would come out at the London end. 

5274. Might not this be a large amount in any one 
year ?—I admit that. 

5275. And during this operation would you limit 
the price at which the Council could draw ?—I should 
leave it entirely automatic. The Council would draw 
at the best price it could. And if it could not get a 
better price than the Gold Standard Office, it would 
have to resort to the Gold Standard Office. 

5276. Then you would limit Council drawings to 
If. 3 \d. ?—That is the lowest rate to which exchange 
could fall under Mr. Lindsay’s scheme. 

5277. Supposing the Indian Council wished to sell 
more bills in London than there were buyers at 
Is. 3$d., would you limit them to that price ?— 
Certainly. The essence of the scheme is that the 
rupee is not to fall below Is. 3|</. in India, and in 
order to maintain that, if you cannot get those rupees 
in the open market at Is. 3$d. you must resort to the 
Standard Ofiice. 

5278. That might be again a very large drawing on 
the Gold Standard Office ?—No doubt, I admit the 
risk. My scheme is Mr. Lindsay’s scheme with some 
very small alterations. 

5279. (Mr. Le Marchant.) You view the rupee as 
practically metallic notes ? —That is the idea. 

5280. Which would be convertible in London into 
sterling ?—That is practically the idea. 

5281. Would you view every conversion as neces¬ 
sarily into gold ? Would it not be, in the first 
instance, into a sterling draft. I am drawing a 
distinction between actual gold and a draft payable 
in sterling, which in the majority of cases might 
operate merely as a remittance to London ?—Yes. 

5282. And which, if I understand your plan, might 
follow exactly the same course that any draft on a 
London bank follows ?—All you would get at the Gold 
Standard Office in India would be a draft on London, 
and you cannot tell what course that draft might 
take. 

5283. I am asking whether it is necessarily drawn 
out in gold in London ?—I do not know enough 
about London banking to say. Of course, paper is 
sometimes kept for a long time without being realised, 
and there are questions of interest. 

5284. Or it might l>e possibly presented through 
the clearing house?—Yes ; the person who got it 
could do what he liked with it. I presume it would 
be presented at the London Gold Standard Office. 

5285. On what considerations would you found 
any estimate of the possible demand on this Gold 
Standard Office fund in London ?—There have been 
a great many calculations made. The maximum 
calculation that I have seen is 215 crores. That 
means if every rupee in India were to be poured into 
the Gold Standard Office. Of course that is an 
enormous sum—141 millions sterling. 

5286. For practical purposes what considerations 
would you found an estimate upon ?—I should not 
like to express an opinion upon that point. There 
are men who know much better than I do, and my 
opinion would not be worth much. I should say 


about 10 crores, but really my opinion on the subject 
is worth nothing. 

5287. Do you consider that such a demand might 
arise either from currency conditions such as a 
redundancy, for instance, through rupees coming out 
of hoards, and increasing the volume of the currency 
or from adverse trade conditions. The two are some¬ 
what different in their nature, are they not ?—The 
amount of the hoards in India is not known; it is 
supposed to be about 50 crores. Mr. Atkinson I 
see puts it at 50 crores. That would be the total 
amount that you might expect to be drawn on that 
account. As to adverse trade conditions, of course if 
India got into a bankrupt state, as has been well said, 
the adverse balance of trade might possibly exhaust 
the reserve. 

5288. I think you were speaking of the influences 
that would tend to right exchange under such a 
scheme ?•—Yes. 

5289. You spoke of the contraction that would arise 
from the payment of rupees into the Standard Office 
in India. Do you consider that that would in the first 
case lead to a higher discount rate ?—The whole 
system would be so artificial that it is very hard to 
accurately forecast what would be the result; but 
I should say that if the currency unduly contracted, 
discount rates would rise; but that would depend on 
the Gold Standiu-d Office expanding the currency, and 
running down the discount rate. 

_ 5290 , But in the first instance the effect would be 

similar to a drain of gold from London to abroad ?_ 

I do not think that it would. I say it would tend to 
raise the discount rate in India, and gold would be paid 
to the London Gold Standard Ofiice in order to secure 
rupees in India. 

5291. As a drain from London does?—Yes, the 
discount rate in India, I believe, at this moment is 
very high, as they say that the currency is so contracted. 
That is the reason alleged for it. Well, if you have a 
Gold Standard Office which will always give you rupees 
for gold, and people are sure that they will get back 
practically the same rate of gold when they bring their 
rupees back, the thing would right itself at once; the 
currency would expand 

5292. You would have a corrective of exchange in 
that direction ?—Yes, it is there ready,to your hand; of 
course it all depends on the confidence of the people 
in the future of the rupee. 

5293. So far as remittances would be provided by 
drafts on the London Sterling Office, would that have 
the effect of cheapening export bills. Do you think 
that by providing an alternative mode of remittance 
you might thereby supply a certain number of 
remitters with the remittances they wanted, so that 
bills against exports would then tend to come into the 
market at rates that would induce business ?—I think 
if you provide that, a man shall always get drafts for 
rupees at 1*. 3 ^d. it will practically make the sellers 
of bills against exports less' inclined to Bold for low 
exchange rate. 

5294. They would be at a relatively easier rate ?— 
An easier, and above all a steadier rate. 

5295. In fact currency would bo more readily 
provided for India at the time the trade required it 
and equally remittances on London would be more 
readily provided ?—That is the object of the whole 
scheme. That there should be no difficulty whatever 
about the expansion and contraction of the currency. 

5296. And it would follow the same order of 

things that prevails at present between two gold-using 
countries ?—Yes, it would do away with what Lord 
Farrer has called the break of gauge between a gold 
and silver-using country. The measure of value in 
India would be gold instead of silver, and you get rid 
of the nominal exchange. " 

5297. Do you think there would be any greater 
inducement under such a system to the owner of 
hoarded rupees to buy drafts on London in order to 
obtain gold than exists now when exchange is or has 
recently been about Is. 4 d. ?—I should say that there 
would be a greater inducement because they would 
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know that the amount of exchange which they could 
get at the fixed rate would be unlimited, 

5298. Do you think there would be a greater 
incentive to hoard gold under your system than there 
is at present ?—I do not say a greater incentive ; there 
would be, 1 think, if you were to make gold a legal 
tender in India. 

5299. How would you provide a stock of rupees on 
the other side for fresh currency out of the sterling 
fund in London ? Assuming that gold is paid in for 
additional currency in India how would you provide 
those rupees ?—The Gold Standard Office must provide 
rupees. My proposal is that the Gold Standard Office 
should transfer gold to the Indian balance in London, 
and that the Indian Government should buy the rupees 
and coin the bullion, and transfer them to the Indian 
Gold Standard Offices. 

5300. If later on the tide of remittances turns the 
other way and those rupees come back on the Govern¬ 
ment against a demand for sterling drafts, do you 
contemplate that they will have to be melted 
and sold to provide the means of paying ?—They 
might have to be. You are supposing a very large 
fluctuation, are you not. 

5301. Might it not be possible, if you had a large 
expansion of currency at one time from such facilities 
as you would give, that that in itself might render 
a reaction afterwards more probable ?—Yes, no doubt. 
The further the pendulum swung one way the more 
it would be liable to swing the other. 

5302. So that just so far as you were liable to be 
called upon for coined rupees you would have to 
provide for the prospect of taking them back ?—Yes, 
deducting always the wear and tear of the silver. 

5303- (Mr. Holland .) Might I ask you if you 
approve of the proposals of the Indian Government ?— 
Well, I wish to speak with all humility, but they do 
not recommend themselves to me. 

5304. You prefer Mr. Lindsay’s proposals ?—I 
prefer Mr. Lindsay’s proposals. 

5305. And you prefer your modified Lindsay to 
Mr. Lindsay himself?—I have suggested some modifi¬ 
cations—slight modifications; it is practically Mr. 
Lindsay’s scheme. 

5306. Are you aware that practically Mr. Lindsay 
himself has admitted that the weak point in his scheme 
is the indefiniteness of the liabilily which will be 
incurred under it ?—I am not aware that he has 
admitted that, but I am ready to admit it. 

5307. You do not avoid that?—No, I admit that. 

5308. You say under your scheme you would not 
fix a maximum ?—I do not fix a maximum. 

5309. Nor does Mr. Lindsay fix a maximum ?—He 
did originally, as I understood ; but he tells me he 
intended the guarantee to be absolute. 

5310. You would rely on the guarantee of the 
Imperial Government to repel attack; but I under¬ 
stand that Mr. Lindsay was relying only on the 
guarantee of the Indian Government ?—Only on the 
guarantee of the Indian Government. 

5311. If Mr. Lindsay’s scheme were backed by the 
guarantee of the Imperial Government, would that 
remove any of your objections to his scheme?—Well, 
it is the same thing, the guarantee of the Imperial 
Government. 

5312. You admit that convertibility is essential ?— 
Yes ; I think we ought to approach as near a natural 
situation as possible. 

5313. But you do not contemplate absolute converti¬ 
bility in both directions, in both places : that is, both 
in India and in London. You would have, I under¬ 
stand, convertibility of gold into silver, both in India 
and England, to an unlimited extent ?—Yes. 

5314. But you would not have convertibility of 
silver into gold except in London ?—Just so ; the great 
object being not to do anything to deplete the general 
balance of gold in London. 

5315. I understand you to say in your view there 
would be no strong inducement to prefer gold to 
silver for hoarding purposes ?—Not if gold was a legal 
tender, but that is a second-hand opinion derived from 


conversation with people who know India, They say 
that if the Indian hoarder got to know that a gold coin 
would pass, then he would save in course of time five 
or six rupees and buy half a sovereign because he 
would rather have that than six rupees, because half a 
sovereign would be more easily hidden. 

5316. But you would admit that the man hoarding 
gold would have an advantage on the score of intrinsic 
value over the man who hoarded rupees?—That is 
another point. There would be that artificial value. 

5317. You intimated your opinion, and, of course, 
it is obvious that the public should have absolute coni 
fidenee in the rupee ?—That is absolutely necessary. 

5318. Do yon think that if, instead of aiming at 
1*. Ad., a lower rate were aimed at, the public would 
be likely to have more confidence ?—I do not know 
why they should. It would mean so many more 
rupees to be paid by the Government of India for 
their annual remittances. 

5319. ( Sir A. Dent.) Is it, in your opinion, an 
essential part of Mr. Lindsay’s or any similar scheme 
that the amount should be limited to 1,000/. as a 
minimum ?»—I think the higher that limit is the 
better. 

5320. The object of that is to keep out the small 
operator and the small speculator ?—Quite so. 

5321. But is it not extremely likely in a country 
like India that they will get together 10, 20, or 100 
of them, and that that object would be defeated ?—It 
would always act as a break, as it were. 

5322. (Sir C. Crosthwaite.) You admit that there 
are conditions under which the Secretary of State 
might have to draw on the gold reserve fund in order 
to meet his liabilities ?—Yes, I admit that. 

5323. Are those conditions peculiar to Mr. Lindsay’s 
scheme and yours ?—I should say they were peculiar 
to any scheme which guaranteed the value of the 
rupee at a certain amount. 

5324. If the Secretary of State drew on the gold 
reserve, would not that be the same as borrowing ?*— 
Practically. 

5325. Is he not compelled now to boiTow to meet 
his liabilities when he cannot sell sufficient bills ?—I 
have been told so. 

(Sir F. Mowatt.) Sufficient bills at a price which 
suits him. 

5326. (Sir C. Crosthwaite.) Suppose he has no't 
got the rupees in India. There are two cases. 
Suppose he stops selling because he cannot get his 
price, or he does not selj, because he has not got the 
rupees to sell. Under those circumstances he is 
obliged now to borrow ?—Yes. 

5327. So that if the net exports from India were 
not sufficient in any year to cover the liabilities the 
Secretary of State would be forced either to default or 
to borrow ?—Certainly. 

5328. That, might occur under any scheme ?—Of 
course, directly there was an adverse balance of trade. 

5329. Thero is one point in which Mr. Lindsay 
differs from you that I think you have overlooked. 
Mr. Lindsay said that under his proposal the Secretary 
of State should continue to sell bills no matter what 
rate he got?—Yes 

5330. Whereas I think you said that he should not 
go below Is. 3|(Z. ?—You at once knock down the 
price of the rupee. 

5331. You are aware that you differ from him in 
that respect ?—Yes. 

5332. Will you tell me why you prefer to put the 
limit of Is. 3| d. ?—Because the essence of the scheme 
is to fix the price of the rupee at about 1.?. 4 d. If 
the Secretary of State sells rupees below that, down 
goes the price of the rupee. 

5333. Under your proposal the Secretary of State 
should refuse to sell below that rate ?—He would 
practically have to borrow. 

5334. He would be compelled then to borrow ?— 
Yes. 

5335. And if that went on for any time the gold 
reserve would be depleted ?—No doubt. 
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5336. But when the gold reserve was depleted then 
what would he do?—Borrow further until the thing 
righted itself. 

5337. And if it did not right itself ?—Well, you are 
in an artificial situation ; but your alternative is to go 
back to a silver standard. 

5338. If it comes to that extremity, but if those 
conditions occur under any system shall we be better 
off?—Not that I can see. You are supposing that 
India is going to become bankrupt. 

533.9. Jf we establish a gold currency should we 
be better off under that than we are at present?— 
Scarcely. 

5340. 1 The gold would all disappear, just ns the 
gold reserve would disappear ?—Certainly. 

5341. About the hoards in case any importance 
may be attached to that point, I suppose a man is 
more likely to hoard a thing that will not deteriorate 
in value, than a thing that will deteriorate in value, 
is it not ?—Naturally. 

5342. Therefore if there is any tendency to hoard 
gold instead of rupees, I should think that tendency 
would be stronger when the rupee was deteriorated, 
than when the rupee was at a fixed value ?—1 should 
think so, certainly. 

5343. Therefore under this scheme which fixes the 
value of the rupee in gold, there can be hardly any 
more inducement to hoard gold, than there is now ?— 
No, 1 should say not. 

5344. A man knows that the rupees that he hoards, 
are worth lx. id. each and will always he worth 
1#. 4 d. each, so far as he lias confidence in the 
scheme ?—That is the point,—confidence. 

5345. (Sir D. Barbour.) You spoke about tele¬ 
graphic transfers. Is it your intention that telegraphic 
transfers should be issued under your scheme ?—No, 
I merely mentioned that by the way. 

5346. Because that would introduce another element 
of difficulty, having to meet the demand so much more 
quickly ?—I only mentioned that, to show that (hey 
arc so much closer than they were. 

5347. You made a calculation as to the cost of your 
scheme under the most unfavourable circumstances, in 
comparison with the cost of opening the mints to 
silver?—Yc-s. 

5348. That is the direct cost to Government r— 
'fhe direct cost to Government. 

5349. Do you think that that .absolutely concludes 
the question ?—Oh no, far from it. 

5350. You admit that there are other considerations ? 
—Oh yes. 

5351. You have referred to the danger of specu¬ 
lators drawing rupees out of hoards and offering them 
for conversion into sovereigns, at lx. 3 \d., with the 
object of breaking down the gold reserve, and ulti¬ 
mately causing a great fall in the value of the rupee. 
Do you think, from your own knowledge, that that is 
likely to occur?—L should think it is not. at all 
likely to occur. I am merely quoting what Mr. 
Atkinson says. 

5352. Have you any other authority ?—I have read 
various criticisms. Mv own impression is, but that is 
worth very little, that it is more or less of a bogey. 

5353. You know that people in India do hoard ?— 
Yes. 

5354. And the man who hoards withdraws his 
money from all profitable employment; lie puts it into 
a box or into the grouud ?—Yes. 

5355. The rate of interest among it the natives is 
rather high, 6, 7, 8, 10, and 12 per cent.?—Yes. 


5356. So that the man who hoards, we will gay for 
10 years, has probably lost the chance of doubling his 
capital ?—Yes. 

5357. He is a man who is not very much influenced 
by considerations of profit, because he gives up all 
chance of making profit ?—Yes. 

5358. Now, to induce that man to take money out 
of hoard, and risk it in speculation, the speculation 
must promise to be a very profitable one ?—Yes. 

5359. Assuming that all these men combined, and 
that they exhausted the gold reserve, what profit 
would they make ?—I should say they would make 
very little profit indeed. 

5360. What is said is that they would theu buy 
rupees very cheap with gold?—You mean the gold 
dealers ; I thought you meant the hoarders. 

5361. There might be speculators, but the idea was 
that the rupees would coine ultimately out of the 
hoards ?—The way they put the idea is that if they 
break the gold reserve the Government would return 
to a silver standard and down would go the rupee 
to Is. 

53G2. Do you think that speculators, who are men 
of business, would speculate on a remote chance of 
that sort ?—I say they will not, if you give them the 
guarantee of the British Government. 

5363. Assuming that they are willing to speculate 
in that way, why can they not do it to-day. Anybody 
in India could go now and get a draft on London 
at Is. 3 \d. and on that draft could get the gold ?— 
That is quite true. 

5364. That is to say to-day there is no reserve to¬ 
day. and any man could exchange his rupees for 
Is. 3 \d. if he liked?—Yes. 

5365. Does not that rather confirm your opinion that 
this combination to break down the gold reserve with a 
view to making rupees cheap i- an imaginary danger ? 
—It does seem so to me. 

5366. (Sir J. Muir.) 1 suppose you hold by the 
old doctrine that those interested in the prosperity 
of a country should seek to make the exports exceed 
the imports ?—Yes, I think so. 

5.367. In Natal do your exports exceed imports ?— 
I am afraid not, very much the other way. 

5368. There are some of us here who are very much 
interested in India, and our idea is that we ought to 
do all in our power to increase the exports and reduce 
the imports so as to turn the balance of trade as much 
as possible in favour of India. All those who are 
interested in the soil—the growers of wheat, seeds, 
cotton, coffee, indigo, &c., are interested in a low rate 
of exchange ?—Yes 

5369. Your reasoning has been very much on the 
basis of a lx. id, rate ?—Yes. 

5370. But t suppose you are aware that there is a 
very wide differeuee of opinion in India on that 
subject?—Ob, yes; but I have not entered into that 
My efforts were directed to securing a lx. id. rate, 
assuming that that is wanted. 

5371. You would go on the basis of lx. id,, or any 
other rate that might he fixed ?—Yes. 

5372. That is to say, if it is held that a lx. 2d. rate 
would do, your scheme would still apply ?—Equally ; 
only your margins would bo different. 

5373. You are not tied to the lx. id. rate?—Oh, 
no, It is an attempt to show that it is possible to 
have a gold standard without, a gold currency, which 
is the one thing which Sir Robert Giffen said was 
impossible. 


The witness withdrew. 
Adjourned. 
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Monday, July 4th, 1898. 
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The Eight Honourable Sir HENRY 

Sir JonN Muir, Bart. 

Sir Francis Mowatt, K.C.B. 

Sir David Barbour, K.C.S.I. 

Sir Charles Crosthwalte, K.C.S.I. 

Sir Alfred Dent, K.C.M.G. 


H. FOWLER, G.C.S.I., M.P., in the Chair. 

Mr. Robert Campbell. 

Mr. Evebard Hambro. 

Mr. W. H. Holland. 

Mr. F. C. Lf. Marchant. 

Mr. Robert Chalmers, Secretary . 


Sir Edgar Vincent, K.C.M.G., called and examined. 


5374. ( Chairman .) What is your official position ? 
—1 liavo no official post now at all. I was financial 
adviser to the Egyptian Government from 1882 to 
1889 and Governor of the Ottoman Bank from 1889 
to 1897. 

5375. We may assume that you are perfectly 
familiar with the currency systems both of Egypt and 
Turkey ?—Perfectly. 

5376. We will begin, if you please, with Egypt. 
What is the currency system in Egypt ?—The 
currency in Egypt consists of a silver token currency, 
with a gold currency for all large transactions. 

5377. Can you give us the figures ?—The standard 
is the Egyptian pound, which is worth 1/. Or. (id., but 
this coin exists only in small quantities. 

5378. That is a gold coin?—Yes. 

5379. Coined in Egypt ?—It was coined in Egypt. 

5380. Arc they in circulation ?—I should say that 
the coins in practical circulation are the sovereign and 
the French 20-franc piece. 

5381. That is the English sovereign ?—The English 
sovereign and the French 20-franc piece. 

5382. In fact, you have three gold coins, the English 
sovereign, the French napoleon, and the Egyptian 
pound ?—Yes, and the amount in circulation is in the 
order in which you have named the coins, that is to 
say, the principal portion of the circulation is the 
English sovereign and the French 20-franc piece. 
These two coins are legal tender at a fixed unvary¬ 
ing rate of so many piastres to the sovereign—97| 
piastres to the English sovereign and 77^% piastres 
to the napoleon. 

5383. Wlmt is the value of the piastre in English 
currency ?—The piastre would be the hundredth part 
of 17. 0.9. 6 d. It is worth about 21<7. 

5384. It is like a quarter franc?—Yes. 

5385. What is the silver currency in Egypt ?—-The 
silver currency is a token currency coined by the 
Egyptian Government. 

5386. In what coins ?—The principal coin is a 
dollar of 20 piastres, or ’ th of an Egyptian pound. 

5387. Practically like our five-shilling piece?—Yes, 
rather smaller. 

5388. Can you tell us what the intrinsic value of 
that is ?—The intrinsic value of the Egyptian silver 
coin is practically on the same basis as the English 
silver currency ; that is to say, it is very much over¬ 
valued. 

5389. (Sir J. Muir.) Can you give us the exact 
amount of the dollar ?—1 am afraid I have not got 
that in my memory. I can only say that it is prac¬ 
tically on the same basis as the shilling in England. 
I should imagine that the intrinsic value would he 
about 50 per cent, of the circulating value. I should 


say that the Egyptian Government does not coin 
Egyptian pounds at all. They consider that it is an 
unnecessary expense to have a gold coinago, and they 
prefer that the gold which they require for the pur¬ 
poses of circulation should be brought in from abroad. 
They rely practically on France ami England. 

5390. ( Chairman .) But you said that there was a 
gold coinage ?—There was a gold coinage, but that 
has ceased for the last 50 years. The amount of that 
coinage in circulation and in hoarding is about 
2,000,0007. sterling, the amount of sovereigns and 
napoleons being very much larger. 

5391. Can you give us any idea of those ?—I do 
not think I can give any very accurate figure. Otto- 
mar Haupt gives tho following figures :—Egyptian 
gold, 2,COO,0007., which is the figures I have just men¬ 
tioned ; foreign gold, that is sovereigns and napoleons, 
25,000,0007. ; but in that 25,000,0007. are included a 
considerable amount of gold coins now hoarded. I 
mean the practical effective circulation is certainly 
smaller than that. I do not think that anybody can 
say what the amount in active circulation is; it is most 
difficult. 

5392. I presume there is an ebb and flow of gold 
currency according to the demands of trade ?—Pre¬ 
cisely. There is a regular seasonal ebb and flow; 
that is to say, every October and N ovember a large 
amount of three or four millions of English sovereigns 
is imported ; they are used during the busy season, 
and when the busy season is over, in April and May, 
about one-third or one-half of the amount imported 
flows out again. The remainder is absorbed in the 
country. That goes on regularly every season : there 
is that ebb Rnd flow. 

5393. ( Sir F. Mowatt.) Each season leaves a 
deposit behind it ?—Yes. Then with regard to the 
convertibility, the Egyptian Government does practic¬ 
ally nothing except as regards silver. As regards the 
gold they do nothing at all; gold flows in naturally 
and flows out Daturally, and all they do is they take 
gold in payment of taxes as a legal tender. Between 
private persons the sovereign is recognised as worth 
97^ piastres, and the 20-franc piece ns worth 
77}% piastres. 

5394. ( Chairman .) Then gold is practically an 
unlimited tender ?—Practically an unlimited tender. 

5395. And also the silver token currency ?—The 
silver token currency is only tender up to 57. ; but 
the amount of silver token currency in circulation in 
Egypt is under millions. 

5396. Who regulates the coinage of the token 
currency ?—The Egyptian Government. 

5397. On any principle ?—Practically off the prin¬ 
ciple of maintenance at par. There is no legal 
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obligation for thorn to take an unlimited quantity of 
silver at par, but practically, with only the small 
amount against them, they will always take any 
amount of silver; that is to say they maintain the 
value of silver token currency at the amount in 
circulation. 

5398. Who is the authority who advises the 
Egyptian Government on that question?—Nominally 
the Minister of Finance, practically the financial 
adviser, who is the representative of the English 
Government in the Egyptian Ministry. 

5399. Are there local banks ?—There are certain 
local banks but no State banks. They are talking of 
having one, but at present there is none. 

5400. Then what do you say as to the rate of 
interest and the rate of discount ?—The rate of interest 
is heavier during the busy season than in the slack 
season. It is difficult to give an absolute figure, but 
I should say it fluctuated between nine aud ten per 
cent in the busy season, and four and five per cent, in 
the slack season. 

5401. That is the rate of discount ?—The rate of 
discount. 

5402. The rate of interest on permanent mortgages 
is high, is it not ?—The rate of interest on permanent 
mortgages is high. I should put it at 7 per cent. 
It has a tendency to decrease. It certainly lias 
decreased during the lust 15 years but not to any very 
considerable extent. 

5403. I suppose that depends more upon credit 
than currency ?—I think the permanent rate does. 

5404. Now, will you tell the Committee what are 
the points of similarity between the finances of Egypt 
and the finances of India ?—I think the principal 
points of similarity are first of all the heavy annual 
indebtedness to foreign countries which exists both in 
Egypt and in India. I shall be able to give yon the 
figures about the indebtedness of Egypt if they are of 
interest to the Committee. The second point is the 
fluctuating requirements of currency between one 
season and another; and, thirdly, the annual inflow 
and outflow of goid, which is similar to the condition 
which it is proposed to establish in India. Those are 
the three points. 

5405. Now will you just explain to the Committee 
in detail those points of similarity ?—The indebted¬ 
ness of Egypt amounts annually to about 4£ millions 
sterling. 

5406. You meau the interest which Egypt has to 
pay upon her loan, which is held outside Egypt ?— 
Precisely. 

5407. She has no other charges, has she ?—That 
includes also the tribute which practically goes in the 
same way, because the tribute has been hypothecated 
for loans made to Turkey, so that it all amounts to 
the same thing. The figure of 4| million pounds 
sterling is well under the mark. 

5408. What percentage is that of the revenue of 
Egypt ?—That amounts to about 15 per cent, of the 
total revenue. 

5409. In connection with that, can you tell us 
how the balance of trade runs as regards exports and 
imports?—As regards the exports and imports you 
may say that the exports exceed the imports by about 
those four millions. The balance does not come quite 
square every year, but if you take the average of years 
it comes to about that. 

5410. Practically Egypt pays her foreign indebted¬ 
ness by the balance of her exports over her imports ? 
—Precisely. 

5411. Which India has to do too ?—Yes. 

5412. Now, will you go on and explain anything 
else you have to say upon this point ?—I think there 
is really nothing else to say regarding the annual 
indebtedness, except that this proportion, so far as I 
know, is the heaviest in the world. 

5413. Heavier than India?—I think so, certainly. 

5414. And it has to be paid in gold ?—It has to be 
paid in gold. 

5415. The proportion of debt-charge to revenue is 
4| out of ID ?-—Yes. Then, regarding the fluctuation' 


of i equirements, I take it that the circulation require* 
ment of Egypt during the busy season is about 
3 millions more of gold than during the slack season 
lliere is that amount coming in every year. Some 
years it is four millions, some years two millions, on 
the average three millions. That inflow and outflow 
is conducted without any interference on the part of 
the Government. It is purely commercial. There is 
one point of dissimilarity between Egypt and India 
which I think has importance, which is that the total 
silver circulation in Egypt is very much smaller than 
the total silver circulation in India. In that point 
Turkey appears to me to be more closely analogous to 
India. ' 5 

5416. Is there any paper currency in Egypt ?_No 

no paper circulates at all. 

5417. Now, will you tell us what you consider arc 
the points of dissimilarity between Egypt and India r 
-—The main, and I think the only important, point of 
dissimilarity between Egypt, and India is, as I have 
told you, the smallness of the silver circulation. I 
should explain that previous to the currency reform 
in 1885 there was a large silver circulation in Egypt, 
consisting of Spanish dollars and of Austrian trade 
dollars. 

5418. Is there any copper coin in Egypt?—It is 
quite insignificant in amount. 

5419. Will you give us particulars of the piastre 
coinage ?—There is a one piastre coin. The smallest 
coinage is nickel. There are nickel coins repre¬ 
senting the thousandth part of a If. The coinage 

' is on the decimal system. The smallest coin fn 
practical circulation is the thousandth part of a If., 
practically a farthing. 

5420. That is what we may call the equivalent to 
our farthiDg, and that is in nickel ?—Yes. Then 
there is the two-millieme piece, also nickel, equal to 
our half-penny, and then there is the five-milliemo 
piece, also nickel, equivalent to five farthings. Then 
you get to the silver coinage, of which the smallest is 
two piastres, or 5 d. The next is five piastres, or 
rather larger than one shilling, and then you get 
to the 20-piastres. As to the gold, there are no 
Egyptian half-sovereigns. They' are only used for the 
purpose of presents. If the Khedive desires to dis 
tribute gratuities to the troops, or gratuities on the 
occasion of a public funeral, or anything of that kind, 
a few half-sovereigns may be struck. 

5421. Does the currency system of Egypt give 
satisfaction to the commercial community in Egypt ? 

■ Yes, I think entire satisfaction. It is perhaps not 
ideally perfect, but it has worked well both in 
prosperous financial times and in difficult financial 
times. 

5122. I see in 1896, so far as Great Britain is 
concerned, the imports from Egypt were 9,659,3767. 
sterling, and the exports were 3,874,674 1. ?—Those 
are imports and exports of what ? 

^5423. Of merchandise into and from the United 
Kingdom ?—Yes. 

5424. Now, is there any other large amount of 
trade with any other country besides Great Britain ? 

Yes, there is a large amount of cotton exported 
to Russia, and there is a large amount of cotton 
exported also to the Continent, to Switzerland, and 
Alsace, and so on. 

5125. The chief export from Egypt is cotton ?— 
les, that is really the big crop; 75 per cent, of the 
total exports of Egypt are cotton. 

5426. Can you give us in rough figures the total 
imports and exports?—I should estimate the average 
exports at 137^ millions, and the average imports at 
four millions less,—9£ millions. 

5427. Those figures would justify you in what you 
said just now, that the proportion of the amount 
owing in gold which has to be paid is much larger in 
proportion in Egypt than it is in India?—I think so. 
Perhaps not much larger, but certainly' larger. 

5428. Now, have you any recurring panics or 
stringencies of the money market in Egypt ?—No; 
there has been nothing in the sense of a panic in 
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Egypt, so far as I can remember. There is dear 
money during the busy season, but not real stringency, 

I think. 

5429. There is not what you would ordinarily call 
stringency ?—No, I do not think there is. 

5430. Now, do you consider that there is any 
redundancy of currency ?—No; I think that both the 
stringency and the redundancy are corrected by the 
inflow and the outflow. 

5431. You have already told us, I think, that the 
Government do not interfere at all ?—The Govern¬ 
ment do not interfere. 

5432. And that, in your judgment, Egypt is a 
richer and less indebted country than India ?—I 
should not like to give an opinion regarding the 
relative wealth or poverty. I think Egypt is 
certainly more indebted. As regards the question of 
poverty, that is an extremely complicated question. 

5433. (Mr. Hambro.) You put it that the exports 
and imports were enough to pay the foreign debt; 
but are not the exports of Egypt so big that they can 
also import every year a large amount of bullion ?— 
Yes, it certainly admits of that. 

5434. The exports are so much in excess of the 
imports that they not only pay the four millions 
interest on debt, but also import about two millions ? 
—I should think about one million remaining. 

5435. (Mr. Campbell.) Do the figures you have 
given include treasure ? — They do not include 
treasure. 

5436. (Chairman.) Now, what is the currency 
system in Turkey ?—The essential features of the 
Turkish monetary system are a circulation of between 
eight and nine million pounds of silver medjids or 
Turkish dollars. 

5437. What would they be worth in our currency ? 
—They are practically similar to a double rupee. 

5438. Eour shillings?—Yes. The intrinsic value is 
about 50 per cent, of the circulating value. The gold 
circulation is of about similar amount, 8 or 9 millions, 
the coins being Turkish pounds, which are worth 
about 18 j. 

5439. Nearer to a napoleon than a sovereign ?— 
Yes. 

5440. What is the Turkish name for it?—The 
Turkish lira is a gold coin worth about I8s. 

5441. The trade of the interior is carrried on 
almost entirely through the silver|medjids ?—Yes. The 
trade in Constantinople, and the large seaport towns 
is carried on mainly through gold. 

5442. There must be smaller coins than the 
medjids ?—Yes, there are quarter medjids, and u one 
piastre coin, or the hundreth part of a Turkish pound, 
but the amount of those is small. The Turkish 
Government does not undertake any conversion of 
gold into silver, or of silver into gold. 

5443. That is entirely left to the operations of 
trade ?—Yes. 

5444. Are the taxes paid in silver ?—The system 
of taxation in Turkey.is rather complicated. Most 
of the taxes are payable in silver medjids, but the 
Customs duties are payable only in gold. Legal 
tender varies according to the practice of different 
parts of Turkey. In some parts, if no special coin is 
specified, the contract has to be fulfilled in silver, in 
other parts it has to be fulfilled in gold. 

5445. Is the bulk of trade of Turkey with silver¬ 
using countries or with gold-using countries ?—The 
bulk is with gold-using countries. The largest 
portion of the exports come to England, about 50 
per cent. 

5446. Can you point out any points of similarity 
in your judgment between Turkey and India ?—I 
think a very strong point of similarity between the 
two countries is the large silver currency of over¬ 
valued silver through which the bulk of the 
transactions of the greater portion of the country is 
conducted. The heavy foreign indebtedness of 
Turkey is also a point of similarity, although the 
indebtedness of Turkey is not so large as that of 
India ; it is somewhat less. 


5447. You mean not so large in proportion ?—In 
proportion. 

5448. What is the annual indebtedness?—The 
annual indebtedness of Turkey is about 3J millions. 

5449. I mean the indebtedness which is paid ?— 
Yes, I am speaking of the figures after the reduction 
of the debt. 

5450. Is there any other point of similarity that 
strikes you ?—I think the poverty of the population is, 
perhaps, a point of similarity. Another point is the 
gold currency of the capital and the seaport towns, 
which has existed for a great many years without 
penetrating to the interior or displacing the' silver 
currency. The silver currency has been in force 
in the interior and the gold currency has existed in 
the ports of export. 

5451. Is the coinage entirely in the hands of the 
Government ?—The coinage is entirely in the hands 
of the Government. The Government does not 
really manage it much; all they have to do is to 
abstain from coining excessive quantities of medjids. 

5452. The token currency ?—The token currency. 
Up to 1884 they used to make very large issues of 
these silver dollars, and the silver dollar in conse¬ 
quence kept on falling. Since 1884 they have merely 
abstained from making further issues, and the silver 
currency has kept stable—extremely stable. 

5453. Then, up to 1884, were the mints open for 
the coinage of silver ?—No, it was then done by the 
Government, but in order to make the profit between 
the intrinsic value of the dollar and the circulating 
value of the dollar the Government issued excessive 
quantities. 

5454. It >vas still a limited currency which the 
Government expanded at their own option ?—That 
is it. 

5455. And the mints were always open to gold 
coinage by the Government ?—Yes, the mints were 
always open to the banks or traders, they could bring in 
gold either in bars or sovereigns, which could be turned 
into Turkish sovereigns at a varying charge, a quarter 
or a half per cent., or something like that. 

5456. Is there anything that strikes you with 
reference to the points of dissimilarity between Turkey 
and India?—I do not see any considerable point of 
dissimilarity except this, that the silver medjids in 
Turkey are, not accepted by the Government in pay¬ 
ment of all taxe3, that is to say their customs have to 
be paid in gold. I take it that in India under any 
system the rupee would be accepted in payment of all 
taxes. 

5457. In what currency does the Turkish Govern¬ 
ment make its own payments ?—Its payments abroad 
are made in gold. 

5458. I mean its internal payments ?—Principally 
in silver. All its troops are paid in silver ; all its 
employees, when they are paid, are paid in silver. 

5459. Now, will you first deal with the external, 
and then with the internal, trade, and tell us how does 
this currency system work in Turkey ?—I think it 
gives general satisfaction. The fluctuations in the 
price of the dollar, as measured in gold, are very slight 
—only one, or at the most one and a half per cent. 
The fluctuations of exchange in Turkey with foreign 
countries, England or Prance, are also well within gold 
points; the gold*points are about 108’50 for bringing 
in gold and 112 for exporting gold, but as a matter of 
practice those extreme points are hardly ever touched. 

5460. Then, practically, yon have in Turkey a 
stable exchange ?—Quite. 

5461. You have a token currency restricted by the 
Government ?—Yes. 

5462. And you have, since 1884, prevented the fell 
in the value of your silver currency by limiting the 
coinage of the dollar ?—Precisely. 

5463. Is import and export of gold carried on 
entirely by private enterprise, or is it at all controlled 
by the Government ?—The Government practically 
do not interfere with it at all. The amounts of gold 
imported into Turkey are very much smafier than in 
the case of Egypt. I have not the exact figures, but 
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they are not more than 300,000/. or 400,000/. in any 
one year. The export of gold from Turkey is almost 
unknown; whatever gold passes into the country is 

absorbed. 

5464. Hoarded ?—Hoarded. 

5465. Do you think the amount of gold in Turkey 
is very great ?—No, the amounts are inconsiderable 
when compared with those in Egypt. 

5466. Do you know the aggregate Turkish imports 
and exports ?—The figures that are published are 
unreliable. I do not think it is worth while giving 
the figures that are published. 

5467. Do you think there is a large balance ?—I 
think so, undoubtedly, but it is extremely difficult to 
give accurate figures. The figures that are given 
might be made to support any account you like; I do 
not think they are worth serious consideration. 

5168. What are the points of analogy between 
Egypt and India ? And do the points of analogy be¬ 
tween Turkey and Egypt and those between Egypt and 
India appear to you to contradict each other P—No ; 
the main point of difference in Egypt, as compared 
with India, is the point I mentioned about the silver 
currency. 

5469. Is there any point of contact with reference 
to the crops ?—There is rather an interesting point, 
I think, with reference to the crops. In Turkey the 
crops are much more varied, and they are spread out 
over eight or nine months of the year. In Egypt, 
the main crop being the cotton crop, the demand for 
currency comes to a sharp point in two or three 
months of the year, January, February, and March. 

5470. Now we will come; to the Indian question. 
Are you familiar with the proposals that the 
Government of India have made, which are now 
before this Committee ?—Yes, perfectly. 

5471. Do you believe in the possibility of a gold 
standard for India?—Judging by my Turkish and 
Egyptian experience, certainly. 

5472. With or without a gold currency ?—I think 
either with or without. Personally I am in favour 
of a gold currency. 

5473. Will you explain what your views arc, 
generally upon the proposals of the Government of 
India, and your own modifications of them ?—It 
appears to me that a gold standard without a gold 
currency, although theoretically possible and excep¬ 
tionally worked in other countries with success, is 
somethin": abnormal and removed from the general 
conditions of the best currency systems in actual 
working. I will not detain the Committee with any 
theoretical discussion, but it will he clear that a gold 
standard based upon free import and export of gold 
with the free use of gold coins for the purposes of 
trade and for the payment of debt is a more usual and 
more healthy system than that under which the sole 
medium of exchange is an overvalued token coin. 
It may also be asserted that the intervention of 
Government in a system of gold standard without gold 
currency will probably be larger than in a system with 
gold currency; and this intervention is clearly an 
undesirable feature. I should lay it down as an axiom 
that the system to be established should be as auto¬ 
matic as possible; and that the intervention of 
Government should only occur in absolutely fixed 
eventualities, and to a fixed and limited extent. I 
view with great suspicion any scheme under which 
the Government of India can make a profit out of a 
further issue of currency. History shows that the temp¬ 
tation which is thus offered to Governments to create 
overissues is considerable, and although I believe that 
the Indian Government would be proof against any 
such temptation, I do not desire to place them in a 
position of being suspected. 

5474. (Sir D. Barbour .) I think you said that in 
the case of the Turkish Government you had suc¬ 
ceeded in inducing them not to give way to that 
temptation ? — Yes. Then, as to the point regard¬ 
ing the hoarding of gold if a gold currency 
is established. This is undoubtedly a subject for 
serious consideration. I believe, however, that those 


authorities who think that gold will be hoarded to 
a far larger extent than at present considerably 
exaggerate the probable penetration of gold into the 
interior under a gold marginal system. If the Turkish 
precedent is followed, gold would remain almost 
entirely in the Presidency and the seaport towns, and 
will not penetrate to the interior, where the greater 
part of the hoarding takes place. My experience in 
eastern countries does not allow me to anticipate any 
sudden change in the habits of hoarders from the 
measures now under consideration. 

5475. (Chairman.) Have you any opinion as to 
why the closing of the mints in 1893 failed to bring 
gold into India ?—The fact that gold has not hitherto 
been sent to India under the 1S93 measure does not 
cause me any surprise. I should rather have anti¬ 
cipated it. The first and main reason appears to me 
to be that the absorption of the rupee currency has 
not yet gone sufficiently far. The currency is still 
during the greater part of the year more than sufficient 
for the Is. 4 d. level. During the busy spring season 
I think that gold might have been sent to India in 
certain quantities this year, if sovereigns had been 
legal tender and if the force which is called the 
“ evasion of the maximum ” had not operated. 

5476. Do you attach much importance ns affecting 
the import of gold to gold not being a legal tender ?— 
I think so. It seems to me that if it is not legal 
tender it makes it much more difficult for banks and 
others to keep reserves in gold. 

5477. (Sir I). Barbour.) Does that difficulty arise 
when the Government offers to give rupees for 
sovereigns ?—That, I think, brings in another question 
altogether. It seems to me that the fact that the 
Government are prepared to set free more rupees 
against the gold imported renders certain, or at any 
rate makes much more probable, a subsequent fall in 
exchange, because by the fact that they set them 
free they increase the supposed redundancy. 

5478. (Chairman.) Have you considered at all the 
effect upon the monetary system of India of the 
Government keeping large balances at certain periods 
of the year in the treasuries p—I have. It appears 
to me that the practice of recent years of the 
Government of India of keeping larger balances in 
the spring, which is the busy season, and the time 
when the demand for currency by the country is 
the greatest, than they do in the monsoon, or the 
dull season, has been a potent cause of instability 
and of stringency during the spring. I submit 
that the Government, if they had the means and if 
they acted wisely, would do precisely the opposite 
to that which they now do. Instead of withholding 
from circulation six crores more during the busy 
season (or it may be rather less than six crores), 
they would restrict the amount set free during the 
dull season and enlarge t.'ie amount of rupees set 
free during the busy season or the period of demand. 
They would proportion their supplies to the demands 
of the country. 

5479. That I assume would be purely a banking 
arrangement between themselves and the banks ?— 
Yes, or even between themselves and their reserve. 
This may or may not require an increase of working 
capital. I am not in a position to say whether the 
Government of India can do that without a larger 
working capital, but if it was done I believe that the 
total correction to the present fiactuations, which will 
amount to 12 crores, six crores each way, would go 
far to remove both stringency and instability. I think 
that is aD important point. 

5480 Would it be affected if the relations between 
the Government of India and the Presidency banks 
were the same as our relations between our Govern¬ 
ment and the Bank of England ?—I am not prepared 
to answer. I do not know exactly the relations 
between our Government and the Bank of England. 

5481. At certain times the Government have large 
balances and at certain other times it is the other 
way ?—It does not appear to me at all difficult to 
arrange the relations between the Presidency banks 
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and the Government of India in such a way that the 
currency supplies should be fairly proportionate 
to the currency' demands. A measure of that kind 
appears to me to be not an undue intervention of 
Government. I mean it is not lingering the exchange 
too much, because I do not propose that they should 
intervene more than they do now. I only propose 
that they should intervene at the right time and not. 
at the wrong time, and that, their action should 
moderate the oscillations of exchange instead of 
intensifying them as I believe their present action 
does. 

5482. Their preseul action you regard as abnormal ? 
—Yes. 

5483. Therefore what you propose is that what is 
abnormal should become normal ?—Yes. That is a 
point to which I attach very great importance. 

5484. Have you considered at all the detail of a 
gold currency in India. How would you propose 
that it should be carried on ? — I think I can 
give evidence on that point. My opinion is, that 
in the earlier stages — I am presuming that gold 
is made legal tender in India — sovereigns would 
not penetrate beyond the seaport towns. The 
amount of sovereigns at first imported wotdd not be 
considerable. They would merely come in to supple¬ 
ment the deficiency in the currency caused by the 
absorption of rupees which is undoubtedly going on. 
During the first years after the import of sovereigns 
in the way I indicate, I believe that nearly the whole 
of the sovereigns imported to supplement the circu¬ 
lation during the busy season, would be exported 
during the ensuing dull season. That would give the 
elasticity required. It has been estimated that the 
annual addition to the currency required by India 
may be set down at 34 crores per annum.' I do not 
vouch for the figure, but assuming that to be true, 
I should estimate that, beginning from 1900, an annual 
amount of about 2} millions of gold would be added 
to the Indian currency. If this took place in five 
years there would be a gold marginal currency of 11 
millions. I see no special reason for hastening or 
stimulating the import of gold to India, provided that 
the Government take measures to correct the redun¬ 
dancy during the dull season by withdrawing rupees, 
but only at a low exchange figure. The effect of the 
measures to correct redundancy which I propose, if 
undertaken to the extent of say 15 crores, would be 
virtually to endow 15 crores of rupees with the export¬ 
able qualities of gold; it would afford a market for 
the surplus rupee currency during the dull season; 
in other words, until the gold marginal circulation 
had become sufficient to supply the necessary elasticity, 
the Government would intervene and supply to a 
circulation redundant during the dull season a market 
for excess quantities up to 15 crores, or the figure up 
to which they choose to go. 

5485. Then do you propose that the Government 
should import gold themselves ?—No, I think that 
ought to be left entirely to the operations of trade. 

5486. To exchange operations ?—To exchange 
operations—to private enterprise. I should merely 
propose that to the extent of 15 to 20 crores or what¬ 
ever the amount might be, they should provide an 
overflow reservoir so as to prevent the fluctuations of 
exchange in the downward sense and below a fixed 
level of (say) 1.?. Z\/l. 

5487. Have you considered the question of making 
Bank of England notes legal tender m India ?—1 
think the idea of making Bank of England notes 
legal tender in India would be an interesting 
development of the scheme. It appears to me a pro¬ 
posal agaiust which no very strong arguments have 
been brought and in favour of which a great deal may 
be heard. So far as I am acquainted with the question, 
the principal argument brought against a gold cur¬ 
rency in India is the danger of increased hoarding 
of gold. I do not give an opinion as to whether that 
is a correct objection or not, but; the argument has 
been urged that there would be a danger of increased 
hoarding of gold, or to speak more accurately the 

Ya;53. 


replacement of existing rupee hoards by gold. If the 
gold circulation of India were in 51. notes instead of 
in sovereigns, the danger of hoarding clearly dimin¬ 
ishes or entirely disappears. I do not think there is 
danger of the hoarding of Bank of England notes. 
It is also clear that the Bank of England notes 
cost much less to remit both ways than gold costs. 
So that when the final stage is reached the gold point 
or the Bank of England note point would be a mere 
fraction on either side of Is. Ad. The fluctuations in 
exchange would be reduced to an absolute minimum 
which would certainly have the tendency to keep 
discount rates in India at a fixed level and prevent 
stringency. I should think also from the point of 
view of the London money market the use of bank 
notes in India, would be preferred to gold—I mean it 
would be a more popular method than gold. 

5188. It would reduce the drain of gold from this 
country ?—Yes. 

5489. Have you any more to say with reference to 
the proposals of the Government of India ?—To finish 
the bank-note discussion, it would be a question 
whether you would make both gold and bank 
notes legal tender, or whether you would replace 
sovereigns by the bank notes. My view on that is 
that you can safely make both legal tender ; that the 
bank notes will compete favourably with the gold, 
that is to say, they will go in at a lower level than 
gold, because they are cheaper to convey. If bank 
notes are accepted by the usages of the country and 
pass into current use they will flow in before gold, 
because they arc cheaper to convey. You may get in 
a certain amount of gold from Australia and Egypt 
at given seasons of the year, but that is a mere detail 
of exchange. So that I should let both gold and 
bank notes be legal tender. 

5490. What is your opinion of Mr. Lindsay’s 
scheme ?—There are two or three points on which I 
differ with Mr. Lindsay. One of the principal points 
is that Mr. Lindsay proposes to give gold drafts on 
London against rupees at Is. 3frf., and to receive at 
this rate an unlimited quantity of rupees. I should 
propose to issue gold drafts on London only at a lower 
level, that is to say at Is. 3^d. I want to increase 
the margin. That would leave a larger margin 
between the par of exchange, Is . Ad., and the point of 
Government intervention. I bring the Government 
in less soon. I propose also to limit the amount of 
gold drafts issued by the Government to a certain 
fixed sum. 

5491. You mean the Government of India?—Yes, 
T am alarmed by the unlimited convertibility or 
unlimited liability which would be undertaken by 
the Government under Mr. Lindsay’s scheme. I am 
anxious-to have the sum fixed large, but I think it 
would be very unwise to undertake an unlimited 
liability, because you cannot say what will happen. 

5492. Is there any other criticism you have 
to make upon Mr. Lindsay’s scheme ? — The 
other point where I am in disagreement with Mr. 
Lindsay’s scheme is the point regarding the gold 
currency. Mr. Lindsay, I think, does not introduce 
gold or the representative of gold in the sense of bank 
notes. I am very much opposed indeed to a system 
under which there could be no gold or no represen¬ 
tative of gold, and I think it is illogical to propose, 
as Mr. Lindsay does, to increase the rupee currency 
(the present system does also) when it is generally 
assumed that the present amount of rupees in circula¬ 
tion is redundant and when you will theoretically 
have to absorb every dull season a considerable portion 
of the now rupees which you have let loose or created 
in the preceding spring. You are constantly adding 
to the burden which you will have to bear in tbe 
autumn, and that seems unwise an^ illogical. I 
should propose to supplement the currency in the 
spring, if an addition is required, by some coin which 
can find its own level. 

5493. And that must be a gold coin ?—That must 
be a gold coin. Gold is the only substance which 
has that unlimited market without variation of price. 
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5494. Mr. Lindsay’s scheme has been described, I 
think, by Sir John Lubbock as a gold exchange 
standard. Do you think that is an accurate 
expression ?—I think that is a correct description of 
it. Outside the points which I have mentioned L 
think Mr. Lindsay’s scheme brings in the intervention 
of Government more than is necessary, and more than 
is desirable. 

5495. And increases its liability ?—And increases 
its liability. In reality my points of criticism of 
Mr. Lindsay’s scheme are points more of detail than 
anything else. My ideas are generally similar to his, 
subject to these rectifications. There is the point of 
principle of course where we differ, which is the gold 
currency. The others are really corrections more 
than differences of principle. 

5496. Now taking your figure of lx. 3^d. Will 
you explain why you think that commerce will assist 
Government better at lx. 3\d. than at lx. 3j} d. ?— 
The explanation is, I think, easy. If in July at the 
beginning of the monsoon, a trader in India has a 
thousand rupees which he will require for purposes of 
commerce in December, and if he anticipates, as he 
will be justified in anticipating, that the then rate of 
exchange will be; lx. 4 d. or above, it is clear that by 
keeping rupees at lx. 3 \d., or a fraction above until 
December, when ho can use them at lx. id., he. is 
using his money at nearly 9 per cent, per annum, 
whereas by tendering his rupees to Government, in 
July and getting sterling drafts he can only employ his 
money in London at a considerably lower rate, a rate 
less than 9 per cent. The question is simply a rule of 
three. If the Government intervene and buy these 
rupees at lx. 3f d. it suits the trader better to put his 
i-upees on the Government—to employ his money 
until December in London and then undo the 
operation in December. Assuming that he can make 
5 per cent, in London with his money, he will make 
a better operation of it than by keeping the rupees in 
his coffers until the busy season. I think if yon 
make the margin sufficient (the margin I propose 
being \d. below the par of exchange), there will he 
the evasion of the minimum at the low rate, just as 
there is now an evasion of the maximum at a high 
rate. Both those evasions assist you in steadying 
exchange ; they are both of them factors which 
assist your policy. Of course directly you diminish 
the margin this goes away; people como on the 
Government every season and that is what I want to 
avoid ; I want Government intervention to be quite 
exceptional. 

5497. In other words, you believe that the danger 
of the public having recourse to the Government 
diminishes with the margin between the exchange 
and the point of intervention ?—Absolutely. 

5498. Now, if the Government withdraw rupees 
under your scheme, how will they pay for them ?— 
There are two methods. The first and the most 
simple woidd be to borrow in London the requisite 
amount, taking a given sum to start, with and 
borrowing subsequently as might be required. 
There is a second plan which appears to me. to 
be preferable if it is possible (upon which I speak 
with reserve), namely to take into the currency 
reserve in India the first 10 crores of rupees ten¬ 
dered—that is to take the first 10 crores of rupees 
tendered into the reserve kept against the paper cur¬ 
rency. These would set free 10 crores of other 
securities now held in the currency reserve. These 
10 crores might either be idealised or temporarily 
borrowed against in London where the money is 
required. The money would be required in London 
where, I submit, you could borrow it against these 
other securities. The metallic basis of the present 
note issue wquld by this means be strengthened; 
practically the whole of the reserve against notes 
would be on a metallic basis. Another advantage 
would be that the necessity to obtain new borrowing 
powers would be deferred until 10 crores of rupees 
had been absorbed. Under favourable circumstances I 
believe that these 10 crores might be found sufficient. 


and that the amount of Government intervention 
required to keep exchange above lx. 3^d. would not 
exceed this amount, in which case no further legisla¬ 
tion would be necessary. You would net have to go 
to Parliament for it. The Government of India could 
work the whole thing on their present resources. 

5499. Then are you in favour or not of melting 
down the rupees that are withdrawn ?—I am against 
melting down rupees. I should propose that the 
rupees be kept until they can be issued in exchange 
for drafts on London at a minimum of lx. Ad. I 
should take them in at lx. 3id. and sell them at 
lx. Ad. 

5500. Do you think the melting down of rupees 
would have an injurious effect on the silver market? 
—1 think so, certainly ; and I think it is very much 
the interest of India and the interest of the Govern¬ 
ment. of India to treat the silver market with great 
delicacy. 

5501. In fact you think the Government of India, 
whatever it does, should not interfere to depress the 
silver market ?—Most certainly ; I have that opinion 
very strongly. 1 should say that, the rupees put upon 
the Government at this lx. 3 \d. level should be kept 
until the Government acquired the absolute conviction 
that they will not be wanted again in circulation, and 
I do not think they will ever get that conviction, 

5502. ( Sir D. Barbour.) Do you contemplate their 
coming back in the busy season ?—Yes, if it was 
ultimately thought expedient to melt them down I 
should recommend very gradual action. I should not 
melt more than one crorc a year. I should treat the 
silver market delicately. 

5503. (Chairman.) Then you do not object to the 
Government being always ready to take 15 crores of 
rupees from the market at whatever moment they may 
be asked to do so ?—No ; I think it is essential that 
they should take them without the smallest hesitation. 
The public must know that the Government are 
absolutely bound to take the rupees at that figure 
without any administrative decision whatever. You 
must have that as a positive certainty. 

5504. That you regard as essential to maintaining 
stability of exchange?—Quite. There must be no 
telegraphing to Simla or anything else. 

5505. That you regard as totally apart and distinct 
from any question of convertibility ?—Yes, quite 
separate from any question of convertibility. I call 
that merely steadying. 

5506. Now, have you any opinion as to whether 
there would be a great consumption of gold by India 
by the adoption of this plan, and if so, how it would 
affect the gold market?—I think it is difficult to 
speak positively on the question of the absorption 
of gold in India. I do not think you can give a 
decided opinion. The substitution or the addition 
of bank notes to gold would certainly diminish the 
amount of possible absorption. I also think that the 
world’s production of gold is now increasing at such 
an astounding rate that the danger is not considerable. 

5507. Can you tell us the increase in gold produc¬ 
tion during the last 10 years?—In 1888 the amount 
of the world production of gold was 22,000,000/., or 
23,000,000/. sterling. I think that in the present year 
it will amount to 46,000,000/., possibly more ; and I 
think that the view of the best, authorities on the 
point is that before the year 1903 you will certainly 
have a world production of gold considerably over 
60,000,000/., that is to say very nearly three times as 
much as it was 10 years ago. 

. 5508. Then, so far as the gold market is concerned 
it would be an advantage to have a large consumption 
of gold in India ?—That is quite possible. At any 
rate I should not be at all alarmed if India absorbed 
say 2,000,000/., or 3,000,000/. of gold more. 

5509. Now we have so far in the course of your 
examination been proceeding on the assumption of the 
lx. Ad. rate for the rupee. Have you any opinion with 
reference to that figure—have you any special reasons 
in favour of a lx. Ad. rate?—That is a point on which 
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I have no special experience, nor any special argu¬ 
ment to bring forward. Whether l,v. 4 d. is as 
good a rate as Is. 3c?. or Is. 5 d. is a matter for con¬ 
sideration of people with local knowledge and local 
experience. I regard the Is. 4 d. rate as being longer 
to establish than the Is. 3 d. rate, and as being shorter 
to establish than the Is. 5 d. rate; but I have no 
special view in favour of either one or the other, 
except that I am much against change, and as 
Is. 4 d. has more or less been adopted as a par of 
exchange, I should only change that if I saw very 
strong reasons for doing so. 

5510. You are, of course, aware that since the 
operation of the closing of the mints has fairly come 
into effective force, practically the exchange has 
varied very slightly from Is. 4 d. ?—Quite so. 

5511. Now, have you considered at all the present 
mode of drawing Council bills, and whether it should 
be modified at all by the suggestions you have made ? 
—There would not be necessarily any modification of 
the system of drawing Council bills, I think. It 
appears to me that the present system, which may or 
may not be good—I do not at all give an opinion on 
that point—tends to exaggerate in the public mind 
very unduly the importance of the indebtedness of 
India. 

5512. Now will you just explain that?—If you compare 
India with Egypt, in Egypt the Government, having 
to remit annually on account of foreign indebtedness 
an amount relatively to the trade of the country much 
larger than in India, buy export bills from export 
merchants at Alexandria, and I think I can say that 
nobody knows that the Government are buying. The 
whole thing goes on in a normal way. Nobody 
knows when it is done or how it is done ; it is never 
talked about at all. The amount remitted which, as 
I have explained, is relatively greater than the 
amount remitted in the case of India, is done with a 
minimum of fuss and bother. The same thing applies 
to Turkey, where the amount, as compared with trade, 
is. perhaps rather less than in the case, of India, but 
not considerably less in proportion, and where these 
remittances are carried on through the banks; nobody 
hears anything about it whatever. I submit that the 
present system of Council drafts very much com¬ 
plicates the question and altogether exaggerates the 
difficulty of the problem. For instance, if the Indian 
Government bought their bills from exports merchants 
in India we should hear much less about Indian 
indebtedness and a great mauy false remedies and 
false theories which are now put forward. All I gay 
is that tho present system is unusual, and that it 
rather tends to exaggerate certain features of the 
question unduly. 

5513. Just take this concrete case. I suppose I 
am within the mark when I say that one half or 
more than one half of the remittances from India in 
the shape of Council drafts are for the purpose of 
paying railway obligations ?—Quite so. 

5514. Now, suppose those obligations of the great 
Indian railway companies wore discharged by the 
companies themselves through their own agents in 
London it would not produce that impression of this 
enormous indebtedness and create what you call the 
maximum of fuss created under the present system ?— 
That is exactly my point. 

5515. Under the present system the Government 
of India appears to bo responsible for everything that 
India has to export from India to this country ?— 
Yes, and if the companies did it directly I believe it 
would be done just as well, and not so much bother 
would be made about it. 

5510. (Mr. Campbell.) I think you said that in 
your opinion one of the reasons why gold did not 
goto India was because it was not legal tender ?— 

Yes. 

5517. But you are aware, are you not, that the 
Government offer to accept sovereigns, and that they 
will give rupees at tho rate of 15 rupees to the 
sovereign ?—Yes. 


5518. For the remitter of gold, is not that just as 
good to him as if they were legal tender ?—No, I do 
not think it is, because I do not think under the 
present system, gold not being legal tender, banks 
could keep their reserves in India in gold. 

5519. If they had the option of exchanging for 
rupees at any moment ?—Quite so; but under the 
present system those rupees which the banks would 
draw from the Government of India would increase 
the amount of rupees in circulation, and would there¬ 
fore increase the redundancy of the rupee circulation. 

5520. But would the remitter look to that at all ? 
All he wants is to get the assured convertibility of 
the sovereign into rupees ?—That may be so; but I 
think the system established on such an illogical basis 
must certainly retard the moment when gold is sent. 
The main reason gold has not been sent is, in my 
opinion, that the rupee currency has not been suffi¬ 
ciently absorbed. That is the main reason—perhaps 
80 or 90 per cent, of the whole. The other is a 
comparatively subsidiary matter, but has a real im¬ 
portance. 

5521. You are aware that although uo gold has 
gone into the Indian Treasury for currency purposes, 
India has taken a large amount of gold apart from 
that altogether ?—Yes, for hoarding or for industrial 
purposes. 

5522. And are you aware that the bazaar has given 
a higher price for sovereigns than the Government of 
India offer ?—Yes. 

5523. And I think you said that you did not 
expeet that gold would go into the interior much ?—I 
think not at first at any rate. The gold would be 
kept in the seaport and the presidency towns. I 
distinguish very clearly between the hoarding or indus¬ 
trial demand, and the currency j demand for gold. 
The two are quite apart in my opinion. 

5524. Are you . aware, that all that gold which goes 
out to India finds its way up country almost imme¬ 
diately, it does not remain in the presidency towns ?— 
Quite so. Why should it now remain in the presi¬ 
dency towns ? Up to the present there lias only been 
this hoarding or industrial demand, there has been 
no currency demand for gold. 

5525. I think you said that in all probability 
3,j millions of gold might go in during the busy 
season, and perhaps half of that or thereabouts would 
come out again during the slack season ?—No, that is 
not what I meant. The 3^ millions I spoke of is the 
figure which I am given, and for which I do not 
vouch, of the annual addition to currency required by 
India. So that the amount of gol«E or of bank notes 
which would go into India every busy season would 
be larger than 3£ millions. The 31 millions woujd 
be the amount which would be absorbed into the 
currency. 

5526. And would bo retained ?— And would be 
retained. 

5527. Before the mints were closed, and when 
silver was the currency, of course large amounts of 
silver wont out to India for coinage purposes ?— 
Quite so. 

5528. Are you aware that practically none of that 
ever came back; that India never exported rupees ?— 
Possibly. That was all absorbed, either in hoards or 
in industrial employment or in circulation. 

5529. Would you not suppose, judging by that, 
that whatever gold was taken in the busy season 
would remain there in the same way ?—No, I should 
think not. Gold could be exported cheaper relatively 
than silver could, and I should anticipate that a 
certain amount of gold would probably tlow out 
during the dull season. 

5530. I am speaking of the time that the mints 
were opened, and rupees were really at their intrinsic 
value, so that there would uot be much loss in sending 
silver back any more than there would be in sending 
gold back ?—But I imagine that the market for silver 
has never had the same stability that the gold market 
has. There is more facility for sovereigns or bank 
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notes out to relieve a supposed redundancy than there 
has been for coined rupees coining out. 

5531. But if there was no back ilow of gold; if 
India kept all the gold she got ?—I should not be 
alarmed if that was the case at all. One great 
difficulty in estimating the amount of the gold 
that will go in and come out is the fact of the present 
balances of the Government of India being, what I 
call, mismanaged. It makes it extremely difficult to 
say what the difference of level between the busy 
season requirement and the slack season requirement 
is. 

5532. You also told us that there was a larger 
Government balance during the busy season than 
during the slack season ?—Quite so. 

5533. Is not that owing to the collection of revenue 
coming in to a larger extent at that time ?—That is 
possible; but I think it is perfectly possible for the 
Government to pay out or lend out the money which 
they receive for taxes with a minimum of detention. 
Why should the Government want a larger balance in 
spring than in autumn ? 

5534. Are you aware that during the busy season 
the Indian Council always offer a larger amount of 
their bills ?—Quite so. 

5535. And not only offer a largor amount of bills, 
but they offer to sell special allotments during the 
week at a slightly higher rate ?—Quite so. 

5536. If that were taken advantage of, would not 
it relieve these balances to that extent ?—Quite so. 

5537. That is to say, the trade has the option of 
taking as much as it wants of these balances through 
the medium of Council bills ? —My proposal would be 
to accentuate what is done now ; that is to say, that 
the allotments should be made larger during the busy 
season. It is done now, but only to a too limited 
extent. If you take the amounts actually allotted 
during the spring and the amounts allotted during the 
autumn you will find a difference, but 1 submit not a 
sufficient difference. 

5538. The market has the option of taking as much 
as it pleases ?—At a price. 

5539. On the question of the ratio, I suppose you 
would admit that that is a most important part of 
the question; I mean the ratio between gold and 
silver; whether it should be 1.9. 2d. or Is. 4 d., or what ? 
—Quite so. That is a question on which I have not 
given an opinion. 

5540. Still you might express an opinion so far as 
to say whether you think that the ratio should be 
adapted to trade requirements, or whether the Govern¬ 
ment measures should be such as to compel trade to 
adapt itself to the ratio they fixed upon ?—As regards 
an alteration of the rate which is now adopted of 
Is. 4 d., I think the onus probandi is on the people 
who want a change. I am much averse to a change 
in the present level. 

5541. Is. 4 d. has never been established, has it?— 
I think Is. 4 d. was not formally, but I may say acci-' 
dentally, established by the 1893 regulation. It was 
there fixed as the maximum. 

5542. But in the two years subsequent to 1893 you 
know that the rate fell down to as low as Is. 1<7. ?— 
Quite so, but the 1893 measure was not then effective. 

5543. Then, with regard to Mr. Lindsay’s scheme, 
I think you said you would prefer to limit the amount 
of the Government’s responsibility ?—Quite so. 

5544. That is to say, you would fix an amount 
beyond which they were not to be called upon to con¬ 
vert rupees into sterling V—Yes. 

5545. But if you fix a limit of that kind, would 
not that very much weaken the scheme ?—1 do not 
think it would. I think the fall in exchange, which 
we will assume, is due to the excess of supplies of 
rupees over requirements. I think if you diminish 
the supplies available by 15 crores, or it may be 10 or 
20 crores (that is a question for the Government of 
India), in that case the available supplies of rupees 
will be so diminished that a fall below the Is. 3 \d. 
level wilt be improbable. 


5546. But if the limit were fixed, say, at 10 crores, 
and there sprang up from any cause whatever a con¬ 
siderable demand for remittances home, and that 
demand occasioned a serious diminution in the fund 
in London, would not that fact tend to accentuate the 
drain on what Mr. Lindsay calls the Gold Standard 
Office, and lead to its being more rapidly absorbed ?— 
That is bringing in rather the moral factor. I'he moral 
factor operates in a worse form under an indefinite 
liability than under a definite liability. The exchange 
fund will be much better worked, much more boldly 
worked, under a definite than under an indefinite liabi¬ 
lity. I believe that if you have an indefinite liability 
to take rupees hd to any extent,the press, public opinion, 
Parliament, when they see 10 or 11 crores have gone, 
will get frightened, and say, We are involved here 
“ in an extremely dangerous experiment, we do not 
“ know where it will end,” and it is highly pro¬ 
bable that in that ease the thing will not be worked 
automatically; people will make difficulties, and 
they will retard the thing. I think all these little 
difficulties very much increase the chances of failure. 

I am convinced that, taking men as they are, a definite 
liability scheme is likely to be worked more boldly 
and automatically than an indefinite liability scheme. 

5547. Suppose the fund were to get exhausted from 
tiny reason, what would happen then ?—You would 
have a currency diminished by your 15 or 10 crores, 
or whatever the amount might be, and the redun¬ 
dancy to that extent would be diminished. The 
reduction of the redundancy for that 10 or 15 crores 
renders a further considerable fall highly impro¬ 
bable. 

5548. Suppose the fall did occur ?—Then you must 
wait till the next busy season. It will only be tem¬ 
porary. 

5549. But the scheme will have so far failed for 
the time ?—I do not think so. My object is only 
for the.Indian Government to steady exchange as 
much as their resources permit, they will have brought 
their supplies, so far as possible, down to requirements 
and they can do no more. 

5550. {Mr. Le Marchant.) With regard fo borrrow- 
ing in London on securities from the currency reserve, 
might not such an operation be rendered difficult by 
an apprehension on the part of capitalists that the 
scheme would break down ? For instance, suppose 
they thought that the sterling equivalent of the 15 
crores was likely to run out, lenders might think 
that the payment of interest or principal of their 
loans was not sufficiently assured ?—I do not think 
the danger really exists. Whut are the other secu¬ 
rities ? They are the 3 and 3j per cent, stock. I 
cannot conceive circumstances under which borrowing 
against them would be a matter of considerable 
difficulty. 

5551. The first actual step of the Government 
would be to borrow on them, as I understand ?— 
Quite so. 

5552. And to that extent, so far as borrowing went, 
it would resemble other plans, either of the Govern¬ 
ment or of Mr. Lindsay, that proposed borrowing ?— 
Quite so. It appears to me that any correction of the 
fluctuations of exchange in the sense of withdrawing 
rupees eutails borrowing in some form or other, and 
the only question is, whether it is best to borrow on 
other securities which at present exist, or to borrow 
in the way proposed by the Government of India. Let 
me explain the position, as I understand it. I say that 
the Government have or may have to intervene in 
order to diminish the redundancy of rupees during 
the dull season. In order to do that they have to 
give the people who give them rupees something. 
People want what ? Gold in London. They have 
to get that gold in some way, and they can either 
borrow by issuing a new loan, as the Government of 
India propose, or, as I think they might do in order 
to diminish the trouble, they might borrow against 
or sell the actual stock held by them as reserve against 
the present issue of notes. It is a mere improvement, 
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a detailed improvement of the borrowing, to avoid 
the trouble of takiug further powers for fresh loans. 

5553. {Mr. Campbell.) It would be equivalent to 
borrowing ?—It would be equivalent to borrowing. 
Instead of creating new stock you sell the old stock ; 
you use what you have got. 

5554. {Mr. Le Marchant.) It would be incidental, 
whether the rupees so received in India were put into 
the currency reserve instead of the securities, or 
whether in the first stage the sterling were taken as 
being put into the currency reserve ?—Quite so. 

5555. At that moment the sterling so raised 
would belong to the currency reserve because the 
securities would have been parted with. Then sub ■ 
sequently the sterling would be paid out in exchange 
for rupees handed in ?—Quite so. 

5556. And then those rupees would go into the 
currency reserve, and the sterling necessarily would 
be parted with against them ?—Yes. 

5557. With regard to the gold sent out on your 
plan, that would be entirely independent of the 
Government ?—Quite so. 

5558. Under Mr. Lindsay’s plan, it appeared to 
provide the Government with a sterling fund which 
they could subsequently use for granting sterling 
drafts on London ?—Yes. 

5559. That would be a distinction between you ?— 
That is a distinction between us; quite so. 

5560. How far do you think fixing a rate appre¬ 
ciably below li. 4 d., such as Is. 3$rf., would operate to 
prevent gold flowing in ?—I do not think myself it 
would operate very severely in that direction.. It 
appears to me that capital will go into India if it is 
assumed that capital might have a maximum fluctua¬ 
tion of one halfpenny or something above (I think, 
under my scheme, it would be precisely 21/32nds), if 
the fluctuations were within the limits of 21/32nds, so 
long as that took place regularly in trade seasons and 
not in an irregular manner. That is to say, if I, send¬ 
ing out money in February at Is. 4 d., can say, “ Well, 
although in November the exchange may be Is. 3$<?., 
I know that next February I shall get my Is. 4 d. 
level again.” 

5561. With regard to the rate of Is. 4 d. Would 
fixing that rate involve a greater pressure on prices in 
India if convertibility is not provided to the fullest 
extent? With complete convertibility, it might be 
assumed that gold would flow in and out most freely, 
but without it, would not the inflow be so far retarded ? 
—I think it would be in that direction, certainly. 

5562. I was on the question of how far a fixed rate 
of Is. 4 d. might be a serious difficulty for the couutry ? 
—I quite agree. As you increase the margin you 
have certain advantages and certain disadvantages. 
Among the advantages is the fact that the Govern¬ 
ment has to intervene less often, and to a less extent. 
Among the disadvantages are the facts that you will 
have theoretically dearer money during your busy 
season, and that you will have a smaller desire of 
capital to come in. But as a question of opinion, I 
do not think that the two disadvantages would act 
very seriously. 

5563. Not like the recent “ evasion,” as you termed 
it ?—No, I do not think so, but it is purely a question 
of opinion. 

5564. When you suggest the Government accumu¬ 
lating a larger stock of rupees, so as to supply capital 
to the public during the crop season, do you think that 
might be done if, by a suspension of the sale of 
Council bills, rupee balances had increased and were 
not expended on public works ?—Yes. 

5565. Would not the Government be brought 
very directly into banking relations with the country ? 
—No, I do not think so. The Government is in 
banking relations with the country now, only at 
present the banking operations are done at the wrong 
time; and I suggest that they should be done at the 
right time, We will take x figures. At present they 
keep away from the currency of the country 8 crores 
at one season and 14 crores at the other. I should 
propose just to reverse the operation; that is to say, 


that they should keep 8 crores during the busy season 
and 14 crores during the slack season, instead of 
keeping, as they do now, 8 crores in the slack season 
and 14 crores in the busy season. These figures may 
not be absolutely correct; I take them as average 
figures. J 

5566. Would you propose that the Government 
should pay not more in the aggregate, taking the whole 
year through, than at present ?—I think there are two 
ways of doing it. It is quite clear that the Govern¬ 
ment. of India can replace their rupees in circulation 
either by granting larger drafts in the spring, during 
the busy season, or by re-lending to the hanks, and 
allowing the bnnks to employ, in India, the money 
directly it comes in. 

5567. Would not the latter course have an imme¬ 
diate effect on exchange ?—I think it would have an 
effect on exchange. It would certainly tend to steady 
exchange. It would prevent the considerable rise of 
exchange during the busy season which leads to a 
corresponding fall in the slack season. It would 
distinctly diminish the fluctuations of exchange. I 
am not at all in favour of screwing your exchange up 
during the busy season to 1*. 4<?., in order to say that 
you have got that level, if you have to pay for it later 
on by a large fall. 1 take it that an even rate during 
the year, 1$. 3ft?., is much better than 1*. 4 d. in the 
spring, and Is. 3^£?. in the autumn. 

5568. With regard to the possible circulation of 
Bank of England notes in India, what purpose do you 
think that would fulfil ?—I think they would be used 
to a considerable extent for operations between the 
banks in the presidency and seaport towns, and they 
might also be used as a portion of the reserves of the 
banks. 

5569. And release rupees to that extent?—Yes; 
instead of the word “ release ” I would say “ supple¬ 
ment ” the rupees. 

5570. They would keep larger reserves to that 
extent in that case ?—No, I assume that the bank 
notes or gold would only go in at moments when the 
rupee circulation was insufficient. If you want 120 
crores, you would not supply that by gold or bank 
notes brought in from Europe. 

5571. Would it not operate in this way, that a bank 
instead of retaining in its treasury all the rupees it 
does at present would pay out a part of those rupees, 
and release rupee currency to that extent ?—Quite so. 

5572. Would not, therefore, the limit be such por¬ 
tion of their reserves as they could conveniently replace 
in this way ? I wish to ascertain whether the 
vacuum that would be filled up by bank notes would 
be a very large one ?—I imagine that, following the 
Turkish precedent, gold would gradually be found, in 
the presidency towns and the exchanges between banks 
and the Government, more convenient for large trans¬ 
actions than silver. The amount of gold or bank 
notes flowing in will be proportionate to the vacuum. 

5573. And bank notes would pass out of the reserve 
and into circulation within banking limits ?—Yes. 

5574. Do you think the question of possible forgery 
would be serious ?—Not at all; I do not think 
so; my experience is that false coinage aDd forgery 
are much less in practice than theoretically would be 
imagined. In Turkey there is every conceivable 
reason for enormous issues of false coins, and there 
are none. 

5575. You do not think that persons to whom bank 
notes might be tendered might be suspicious ?—I do 
not think you will get natives to accept them very 
soon or very readily, nor is it, I think, necessary that 
they should go outside the superior classes. 

5576. What is the parallel on that point between 
India and Egypt ?—In Egypt there are no bank notes 
at all, and in Turkey only 500,0007. or 1,000,0007. 
worth. 

5577. Are those notes on the Imperial Ottoman 
Bank ?—Yes. 

5578. How far do they circulate in the interior ?— 
They do not circulate in the interior. They circulate 
in the seaport towns and Constantinople. 
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5579. Do you think that a system of bank notes 
would be applicable to Egypt?—Yes, I think it is 
quite a legitimate development of the present currency 
system in Egypt. 

5580. I think it is being started now ?—I think it 
is. 

5581. In Egypt are English sovereigns widely in 
circulation ?—Oh yes, they go up as far as Wady 
Haifa. 

5582. And come down in payment for imports ?— 
Yes, and in payment of taxes. 

5583. How far are they a basis of credit and bank 
money ?—The sovereign in Egypt and the napoleon 
in Egypt are exactly like a sovereign in England. 

5584. There is a great elastic or expansive power 
round it over and above the exact amount of the 
coin ?—Quite so, the English sovereign and the 
French napoleon in Egypt are exactly like the 
sovereign here. 

5585. How far in Egypt do you consider that 
foreign capital is either induced to come or retarded 
by having a stable basis of exchange. Does it induce 
foreign capital to come in ?—I think so. I have 
never heard any complaint about foreign capital being 
kept out of Egypt by the currency system or by the 
fluctuations in exchange such as they are. 

5586. And no suggestion that if you were on a 
silver basis capital would flow more freely ?—I should 
think the reverse. 

5587. But that has not been a matter that has been 
a subject of complaint ?—The currency system in 
Egypt works so smoothly that no one talks about it. 
Egypt is not a country of currency discussion. 

5588. How far in Turkey does the gold lira circu¬ 
late ?—Its circulation is very small in the interior. 
I may say that it does not practically penetrate beyond 
the suburbs of the seaport towns. 

5589. In Turkey, apparently, it does not flow out ? 
—No; it is wanted for the commercial operations of 
these trade centres—the export towns. You mean, it 
does not flow out in the sense of going abroad ? 

5590. Either into the interior or abroad?—No, 
neither. 

5591. The payment of foreign debt is conducted, 
and the movement of crops is conducted, without any 
material inflow or outflow ?—Quite so : and the move¬ 
ment that there is is in the sense of inflow; that is to 
say, in a year of exceptionally large crops or excep¬ 
tionally good trade there will be exports of gold into 
Turkey ; and that gold'does not come out again. The 
figures of gold import into Turkey are certainly not 
more than a tenth the figure in Egypt. 

5592. Is the payment of the interest on the foreign 
debt managed through the Imperial Ottoman Bank ? 
—It is managed through the Imperial Ottoman Bank 
and through the Council of the Debt—principally 
through the Imperial Ottoman Bank. 

5593. Does the bank take the risk of the bills it 
buys ?—Practically the bank gives telegraphic trans¬ 
fers, and it buys the bills itself. 

5594. The Government comes under no risk ?— 
The Government comes under no risk. The bank 
grants what are practically telegraphic transfers. 

5595. (Mr. Hambro.) You said the proportion of 
the interest on the debt which Egypt has to pay out¬ 
side is about 45 per cent, of the total revenue ?— 
Yes. 

5590#. Therefore, in that way it corresponds some¬ 
what with India ?—Yes. 

5597. But besides paying that, you say it has been 
able to absorb a large quantity of gold every year ?— 
Yes. 

5598. During those years has it borrowed on the 
Continent ?—Only very small sums. Since the Alex 
andria indemnity loan, guaranteed in 1887, there has 
been no Egyptian borrowing at all. It has been just 
paying the interest on the previous borrowing without 
any increased borrowing. 

5599. As far as I understand, India imports to 
balance her trade bullion every year; but I have not 
got it very cfearly whether she imports more than she 


borrows on the Continent. Her balance of trade is 
very insignificant if she does not import more bullion 
than she borrows on the Continent. In Egypt you 
have been able to pay the debt and import II millions 
without any borrowing. Therefore the proportion 
you have to pay on the Continent is smaller as com¬ 
pared with the balance of your trade than in India. 
If you had no debt on the Continent, instead of im¬ 
porting II millions and exporting 4£ millions, you 
would have imported six million in bullion to balance 
trader—Possibly. I do not think you would have 
imported 6 millions in bullion to balance trade, you 
would have imported something less. 

5600. But India borrows so much on the Continent 
that the balance of trade is nothing like so largely in 
proportion in her favour, I believe. Now you told 
us about the amount of the extra token coin “which is 
wanted in the country each year, and the difficulty 
you had in stopping the Turkish Government from 
increasing their token coinage. I think the supposed 
increase of the population in England is about 
300,000 per annum, and the average increased require¬ 
ment of our token coinage is estimated at about 
600,000/. a year. Have you any idea what would be 
the increased requirement in India with an increased 
average population of four millions a year ?—The figure 
which has been given to me—which is an approxi¬ 
mation, is 31 crores a year. 

5601. When you have made the sovereign legal 
tender do you think it will assist the inflow'of gold 
into India if you get the Customs revenue payable in 
gold ?—I should not desire to do that. I should 
desire gold to be made legal tender for everything. 
I should have one set of coins legal tender for all 
purposes, and not have one for Customs and another 
lor private debts and commercial accounts, I think 
the system of Turkey is a very awkard one—silver 
medjids for the sheep tax for instance and gold coins 
for the Customs. I think that is a bad system. 

5602. (Chairman.) What I understand you pro¬ 
pose is that we should leave the rupee alone—un¬ 
limited tender—and that we should add to that gold 
as unlimited tender, the Government not interfering 
with it one way or the other ?—Quite so. 

5603. (Mr. Holland.) You told us that the Turkish 
Government had abstained from coining an excessive 
quantity of silver, but that they had done so under 
pressure from the outside ?—Under recommendations, 
I should say, from the State Bank. 

5604. Is the effect of those recommendations likely 
to be permanent or will there be a risk of a recurrence 
of that temptation ?—I think now they have got over 
the danger. They see that the abstinence from in¬ 
creasing the circulation has produced very good 
results. 

5605. You told us that the statistics of imports and 
exports into and out of Turkey were very unreliable. 
Can you tell us any reason why they are un¬ 
reliable ?—There is no statistical department of the 
Turkish Government. The Customs keep nominal 
statistics, but it is more for revenue purposes than 
anything else; and anything that does not pay a tax 
they do not put in. 

5606. It is not because of its being to anyone’s in¬ 
terest that the statistics should be unreliable!?_No, 

not at all. It is simply that they are an unstatistical 
people. 

5607. You told us that, although gold was imported 
into Turkey, it was never exported ?—That is so. 

5608. Is it the same with regard to Egypt ?_In 

Egypt, after every busy season there is an export of 
from one to two millions. 

5609. Do you think that the inaccuracies which 
you speak of in the trade statistics of Turkey extend 
also to the statistics with regard to the import and 
export of gold i- —No, I think not, because that 
record is really kept by financial institutions for their 
own purposes. 

5610. You refer to the extreme importance which 
expoi ts of cotton hold in the total exports froni 
®67Pk 1)° you think that these increased exports of 
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cotton from Egypt are to be attributed to the im¬ 
proved irrigation that has been carried out for the 
last few years ?—Certainly. 

.5611. So that the Government has had a very real 
interest in the outlay on productive works of that 
class?—No doubt. 

5012. For they have contributed a good deal to 
national prosperity ?—To a remarkable extent. The 
public works there have increased the cotton crop by 
fully 150 per cent. 

5613. You told us, I understood, that although 
they had a silver currency in Egypt, it was only 
legal tender to the extent of 51. ?—That is so. 

5614. Of course, in regard to the silver currency 
of India the rupee is unlimited tender. Does not 
that differentiate the case of India very much from 
that of Egypt ?—I do not think so to a large extent; 
and what difference there is is that the rupee will be 
better treated in India than is token silver in Egypt. 

I think the real difference in that respect is that in 
Egypt the amount of silver currency is very much 
smaller than it is in India. 

5615. You are aware that one of the chief ob¬ 
jections to the introduction of a gold standard is that 
we have not yet sufficient gold available for the 
operation ?—Quite so. 

5616. But I understand you think that there is 
sufficient gold available for carrying it out ?—Quite. 

5617. Can you tell us in round figures how the 
populations of Turkey and Egypt compare with the 
population of India ?—The population of Egypt is, 
I believe, now estimated to be something between 
9,000,000 and 10,000,000 ; the population of Turkey 
is estimated to be about 20,000,000. 

5618. In round figures one-tenth of the population 
of India ?—Yes. 

5619. Do you entertain the opinion that the 
amount of currency needed in a country is at all 
proportionate to the population of the country ?—I 
think the amount required per head of the population 
varies enormously with different countries. 

5620. You admit probably that a gold standard 
with a gold currency would need more gold than 
without a gold currency ?—Yes. 

5621. In regard to the proposal of the Indian 
Government, are we to understand that you prefer 
Mr. Lindsay’s proposal to the proposal of the Govern¬ 
ment of India ?—Well, I do not like either, but my 
views are more analogous to those of Mr. Lindsay than 
to those of the Government of India. 

5622. Do you consider that fluctuation of exchange 
is a very great evil ?—Yes, I think it is a very 
great evil if it fluctuates with unknown maxima and 
minima. I think a fluctuation within say a farthing 
or a halfpenny or three farthings at stated seasons 
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is not a great evil. 


5623. You are aware that the Herschell Committee 
rather minimised the permanent effect of fluctuation 
in their report. They nay, “Notwithstanding these 
“ fluctuations, the volume of trade over a series of years 
“ has not been diminished from this cause ” ?—Quite 
so. I do not attach undue importance to it; but I 
think if you can get a stable exchange you had much 
better do so. 

5624. In reference to the objections which exist to 
a token currency, one of them is that it has to be 
managed by Government ?—Yes. 

5625. But, I suppose, by lowering the rate, as you 
suggest, there will be less management needed by the 
Government than would otherwise would be the case ? 
—I think so. I think the management by Govern¬ 
ment will only be needed to a small extent, and only 
for a very brief period. You would very soon arrive 
at your second and third stages at which any Govern¬ 
ment intervention will not be required. 

5626. You admit, of course, that great stringency 
in the money market is an evil in its influence on 
trade ?—Quite so. 

5627. Have you any opinion as to how the great 
stringency that has existed latterly in India has been 
caused?—Yes, I have a strong opinion. I think 


there are two causes. First of all, the question of the Sir E. Vincent, 
management of the Government balances ; and, K.C.M.G. 
secondly, I think the present system tends enormously 
f/> increase stringency during the busy months. 

5628. Do you think the action of the Government 
in closing the mints in 1893 had anything to do with 
the stringency of the money market?—I think so. 

I think the stringency has certainly been accentuated 
by the present method. 

5629. Do you think that the supply of rupees at 
the present time is in excess of trade requirements ?— 

I think redundancy or the reverse can be measured 
absolutely by the course of exchange ; that is to say, 
that the circulation is redundant when the exchange 
is under Is. 4 d., and it is not redundant when the 
exchange is at l.v. 4 d. 

5630. You do not think that the high charges for 
interest and discount are any criterion as to the supply 
of currency ?—I think it is not nearly so good a 
guidance of redundancy or stringency as the exchange. 

5G31. (Sir A. Dent.) You told us that in Egypt 
they have got practically no currency question, and 
from what you have told us of the rates of interest, 

9 or 10 per cent, in the busy season, and 4 or 5 per 
cent, in the slack season, I should imagine they have 
hardly got an interest question either ?—In reality 
there is no complaint regarding these rates. 

5632. I am thinking of this question rather from 
the planter’s point of view, and in reference to India 
and Ceylon planters, they are very much affected, you 
will admit, not only by the rate of interest, but also 
by the rate of exchange ?—Quite so. 

5633. Then, I think you said also that the rupees, 
in your opinion, are not sufficiently absorbed ?—Yes. 

5634. If you are an advocate for the further absorb¬ 
ing of rupees, surely that would bring additional 
disaster to the planters?—No, I think the present 
stringency is caused to a considerable extent by the 
fluctuations of exchange—much more by the fluctua¬ 
tions of exchange than by the insufficiency of the rupee 
currency. I believe that if you can eliminate these 
extreme fluctuations of exchange you will get rid of 
the stringency, which is undoubtedly a great existing 
evil. 

5635. The fluctuations of exchange you recognise, 

I suppose, affect the merchant a great deal more than 
the planter. The merchant can deal with his exchange 
month by month, but the planter cannot ?—Quite so. 

5636. May I ask one or two questions about the 
Bank of England notes which you say might circu¬ 
late in India. You said those notes would be more 
popular?—I think they would be more popular as 
regards London. 

5637. Then that does not apply to India ?—That 
does not apply to India. I think, on the contrary, in 
India gold would be more popular than notes. 

5638. The probability surely is that those notes 
would be returned home almost immediately after they 
had arrived in India ?—I think the inflow and outflow 
both of gold and notes would be based almost entirely 
upon seasons; that is to say, you will have the inflow 
into India during the spring, the busy season, and the 
possible outflow during the autumn, the dull season. 

5639. Now, as to forgery of notes, the great pro¬ 
tection, I take it, to the Bank of.England here is these 
notes being so constantly presented, and it being so 
easy also in England and in Europe generally to find 
out whether notes are good or not; but that would 
hardly apply to India ; and would it not therefore 
be very difficult to keep any notes in circulation in 
India ?—You mean owing to the people fearing 
forgery. 

5640. Yes ?—It might be difficult with regard to 
smaller transactions in the interior. I do not think it 
would l»e a difficulty as regards the operations of the 
export towns. 

5641. (Sir C. Crosthwaite.) Comparing the condi¬ 
tion of Egypt, with that of India, has Egypt been 
borrowing lately ?—No, very slightly indeed. I cannot 
give you absolutely accurate figures, but*as far as my 
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Sir E. Vincent, recollection goes, since the Indemnity Loan of 1887 
K.C.M.G. no considerable loans have been made. 

5642. Have the exports ever been insufficient to 
cover the interest on the foreign debt ?—No never. I 
am taking the question simply as regards the currency. 
In Egypt, even during the worst periods of bank¬ 
ruptcy, after the Ismail business, the financial difficul¬ 
ties of the country have not caused any currency 
crisis. We were never forced to export gold to an 
extent hampering currency. Only the surplns gold 
not required in Egypt for currency has been exported. 

5643. Have you ever been compelled to borrow 
gold in London to pay your interest ?—No; the 
Government committed bankruptcy, and there were 
all sorts of financial difficulties between 1876 and 
1886; but during all that period, which was one of 
extreme stress, the currency system worked quite 
smoothly. 

5644. The country has a large surplus of exports 
over imports ?—Yes. 

5645. Is there any estimate of the amount of gold 
that is brought into Egypt yearly by the foreign 
visitors ?—Estimates have been framed, but it is very 
difficult to get tjnytbing at all accurate. I should think 
if you put it at 1,000,000/. a year you are over the 
figure. 

5646. (Sir D. Barbour.) Is there any British 
expenditure in Egypt at present ?—There is a small 
expenditure for the army of occupation, but that is a 
very small figure. 

5647. 200,000/. or 300,000/. ?—I am almost afraid 
to give the figure, but it is quite insignificant. 

5648. Does Egypt or Great Britain pay for the 
troops ?—There have been endless arguments about 
that. 1 think, if I recollect rightly, Egypt contributes 
something ; the main burden is borne by England. 

5649. The population of Egypt is about 9,000,000 
or 10,000,000 ?—Yes. There was a census made in 
1875 which gave a population of only 6,000,000 or 
7,000,000. There has been a recent census which 
gave an enormous increase on that. 

5650. The exports are about 14,000,000/. sterling ? 
— Yes. 

5651. That is about 30s. per head ?—Yes. 

5652. That is very much larger than the exports of 
India. Taking the population at 300,000,000, 30s. 
per head would give yon 450,000,000/., which is six 
or seven times the actual exports ?—I suppose the 
actual exports is 100,600,000/. 

5653. Not 100,000,000/. sterling; it is nearer 
100 crores of rupees ?—I should say that the export 
trade of Egypt bore a much larger proportion to the 
total trade than is the case in India. I think that is 
rather an important point. 

5654. Because it is a smaller country and produces 
special products?—Yes, it is really like a market 
garden. Everything it produces is exported. 

5655. Do you know what the rate of wages is in 
Egypt ?—My knowledge is a little out of date with 
regard to that. I would rather not give you any 
figure. It varies very much indeed in the Delta and 
in Upper Egypt. 

5656. Would it be something like Is. a day?—I 
should think less, 

5657. 8 d. or lOd. ?—Yes. I remember when the 
Corvee was commuted, and then I think the rate of 
labour was about 9 d. or 10 d., but I should like to 
check the figure. 

5658. As regards the gold that comes into Egypt 
and flows out again, I suppose your figures are based 
upon certain returns ?—On the Customs returns, those 
I think can lie taken as certain. 

5659. But any small sums that flow out overland 
or in the pockets of travellers would not appear in the 
Customs returns ?—They would escape observation. 

5660. The Indian difficulty in establishing a gold 
standard is the large amount of coined rupees in 
existence ?—Quite so. 

5661. That is really the great difficulty ?—That is 
the great difficulty, 


5662. You made certain remarks about the 
management of the Government balance in India. 
The Government balances are very high at the busy 
season when money is tight, and they are low in the 
slack season when money is easy ?—Quite so. 

5663. And you thought that the balances might 

be used so as to relieve the pressure in the busy 
season ?—Yes. J 

5664. I do not know whether you are aware how 
the Government balances are distributed, and where 
they are kept ?—I have a general knowledge of the 
question. 

5665. Perhaps you will take from me this rough state¬ 

ment of the matter. There is a certain amount kept 
with the presidency banks at Calcutta, Madras, and 
Bombay, but there is also a certain amount kept in 
what is called the reserve treasuries in Calcutta 
Madras, and Bombay, and these reserve treasuries are 
Government treasuries, and the money kept in them 
is in the actual possession of the Government. Besides 
those places where money is kept by Government 
there is a very large number of treasuries scattered all 
over India, many of them in remote parts, where 
revonue is received and money paid out on Govern¬ 
ment account, and you will perhaps also take it from 
me that where one of the presidency banks has a 
branch at some place in the interior of the country 
Government keeps its balances in that branch bank* 
and not in a separate treasury of its own. Now you 
can conceive that if Government revenue is largely 
paid in the busy season it may be paid in in those 
districts far away from the presidency towns ?_Yes. 

5666. You will admit that owing to that circum¬ 
stance there would be a difficulty in making that 
money available promptly in the presidency towns ? — 
Yes. 

5667. Whether that could be overcome or not may 
be a question for consideration, but at any rate there 
is a difficulty ?—Yes. 

5668. So far as Government keeps its balances 
with the presidency banks all the year round there is 
no difficulty, but there arises the question of the 
reserves in the presidency towns—whether they might 
not be made more largely available in the busy season. 

I do not know whether you are aware of the origin of 
the presidency reserves—why the presidency reserves 
were established ?—No. 

5669. You know that India is a country where the 
supply of capital is limited, it is not like a great 
money market such as Loudon ?—Quite so. 

5670. If the Government kept all its surplus money 
in the banks, and one of these periods of stringency 
came, and at the same time there was a sudden demand 
from famine or war upon the Government they might 
have a difficulty in getting the money out of the banks ? 
—Yes. 

5671. Tn point of fact there was a demand of that 
kind in 1874; and one of the presidency banks that 
held the balance said, “ We can repay you if you like 
“ but it will cause a financial crisis and panic in the 
“ presidency towns ” ?—Yes. 

5672. Now that would be a difficulty. I do not say 
an insuperable difficulty, but it would be a difficulty in 
the way of keeping the whole of the spare money 

of Government in the presidency banks ?_No. I 

do not see that there are anyadministrative difficulties 
that could not be overcome. I have not a sufficient 
knowledge of the details to go into it, but it appears to 
me that primd facie you ought not to want a bigger 
balance in the slack senson than in the busy season. 

5673. But in a market like India where the Govern¬ 
ment balanee bears such a very large proportion to 
the private balances, and where there are periods of 
pressure, if you leave the whole of the Government 
balance with the banks you might at a time of pressure 
find yourself without money?—It is a question of 
proportion and of moderation. 

5674. (Sir J. Muir.) Did I correctly understand 
you to say in reply to Sir David Barbour that the 
normal charge of the troops in Egypt is paid by 
England ?—I believe the normal cost of the troops 
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is paid by England, that is to say, suppose there are 
10,000 troops there, Egypt pays the difference between 
what they would cost here and the charge entailed by 
their being kept in Egypt. 

5675. Are you aware that the charge for English 
troops in India is a heavy one on the Government of 
India ?—Quite so, 

5676. Then I think you said that the rate of 
interest in the busy season in Egypt was 9 to 10 per 
cent., and in the slack season 5 to 6 per cent. ?— 

4 to 5 I think I said in the slack season. 

5677. Are you aware that during the last two 
seasons we have had very heavy rates in India?— 
Quite so. 

5678. Last season the Bank of Bengal rate was 13 
per cent. ?—Yes. 

5679. And the Bank of Bombay rate was the 
same ?—Yes. 

5680. But that does not measure the rate that 
merchants, European amd native, had actually to pay 
for accommodation. In Bombay, for instance, the 
native merchants went to the manager with rupee 
paper in their hands and said, “ Here are so many 
“ lakhs of rupees in Government paper, we arc badly 
“ in want of money, can you accommodate us.” The 
answer was, “No, we are quite unable to accom¬ 
modate you.” Then they said, “ We will pay you 
interest up to the rate of 18 per cent.,” aud the 
manager said, “It is not a question of the rate of 
interest, I have not the means, I cannot do it.” Are 
you aware of that ?—I have heard of it. I quite 
think it is due to the measures in force. 

5681. In fact, to the curtailment of the creation of 
new rupees to meet the extending population and 
industries of the country ?—No, I do not think that. 
I think it is due to the particular measures which 
prevent capital coming into India, preventing also 
gold going out to India as currency. 

5682. Have you in Egypt a case of any industry 
where a very large amount of English capital has 
been sunk, say 30 or 35 millions in the soil, in the 
land ?—No. 

5683. Are you aware that we have such cases in 
India and Ceylon ?—Quite so. 

5684. We have in the tea industry about 30 or 35 
millions so sunk. Are you aware that the tea 
growers, the owners of these tea estates, the English¬ 
men and Scotchmen and Irishmen who have sunk 
this 30 or 35 millions, feel that they have a heavy 
grievance in respect of this l.s. 4 d. rate being fixed? 
—Yes, I am aware of that. 

5685. They think it interferes largely with the 
returns which they might reasonably expect from 
their property in which they have sunk this 30 or 35 
millions ?—Yes. 

5686. Is it your opinion that those who are interested 
in the prosperity of a country should do what they can 
to avoid any measures that would tend to keep back or 
decrease the exports of that country ?—You have to 
survey the question in its entirety. You must take 
the various interests concerned in a country and draw 
the balance between them. 

5687. But, generally speaking, is it your opinion 
that it is desirable that the exports of a country should 
exceed its imports so that the balance of trade shall bo 
in favour of the country ?—I am not a very great 
believer in the balance of trade theory. It does not 
affect the currency, I think, nearly so much os people 
imagine. In reality a country will not import more 
than it can pay for. 

5688. Does it not very much affect the rate of 
exchange ? — I think much less than is usually 
supposed. 

5689. But it must to some extent, that is to say, it 
makes a difference whether a country has a margin of 
10 millions, and that it has to pay or receive from 
abroad 10 millions of money. Does not that affect 
the exchange?—Not much, 1 think. I think the per¬ 
manent importance of that on exchange is enormously 
exaggerated, although it may cause a temporary effect. 
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Imports and exports operate on a different plane from 
currency. 

5690. Are you of opinion that the proper ratio 
between silver and gold is an important question to 
the trade of India ?—That I have no very clear opinion 
upon. 

5691. You indicated that although it bad not been 
definitely fixed yet that la. 4 d. should be the rate, still 
practically that is the rate we are working at at 
present in India ?—Quite so. 

5692. But if those interested in trade and com¬ 
merce and other matters in India were of opinion that 
this was seriously interfering with their operations, do 
not you think that the question should be recon¬ 
sidered ?—My view is that if it is proposed to make a 
change from If. 4 d., the onus of proof is very clearly 
on those who desire a change. 

5693. But proofs being adduced to that effect, then 
would you agree that the matter ought to be re¬ 
considered ? —The matter might be reconsidered. 

5694. (Sir F. Mowatt.) 1 think I understood from 
you that the silver currency in Egypt amounted to 
about 2 millions sterling, and gold to about 25 millions ? 
—You may put it at J J- millions of silver; it is not as 
much as 2 millions. As regards the gold currency, 
25 millions is Haupt’s figure, but it depends what you 
mean by gold currency, whether you mean the gold 
actually in circulation or whether you include gold in 
hoard. 

5695. I am including gold in hoard. I suppose 
almost all wages throughout Egypt are paid either in 
silver or in small nickel currency ?—I think a large 
portion of them, yes, but the smallest native under¬ 
stands gold there. 

5696. But I am afraid he does not earn it ?—He 
does not earn it sufficiently. 

5697. Is it found that such a small currency as 
two millions is sufficient to carry on the whole wage¬ 
earning commerce of Egypt?—Yes; the Government 
would be delighted to issue more silver currency, but 
it is found sufficient. There is no sort of objection on 
the part of the Government to issue more silver ; in 
fact, when the currency reform was carried out, wo 
thought that the amount of silver to be absorbed 
would be much larger, and we coined more silver than 
was subsequently found to he required, and a certain 
amount actually had to be melted. 

5698. I suppose the larger transactions are carried 
out either in gold or paper ?—Almost entirely ir. 
gold. 

5699. When the Austrian dollars were demonetised, 
what became of the silver ?—It was exported. The 
way in which they were driven out of the country, 
so to speak, was this: We will take the old Maria 
Theresa trade dollar, which was taken then by the 
Government at 17 piastres. The Government said, 
“ We are now in July ; from September we will take 
“ it at 16 piastres; from December 15 ; from next 
“ March 14.” The export value of the trade dollar, 
wo will say, was 15^ piastres, so that directly it had 
a lower value in Egypt all the dollars flowed out. 
It was found that the Government, by fixing the 
figure at which they would make the rate in various 
months, had an absolute command of the coins, because, 
by putting them up or putting them down half a 
piastre, they could attract or expel them as they liked. 

5700. I think you said that for a sound investment 
foreign capital could be always obtained in Egypt 
now ?—Quite so. I think there is no difficulty of 
that kind. 

5701. Do yon attribute that in part to the confi¬ 
dence (which is not felt in India) that the money 
needed for investment can he withdrawn practically 
at the same rate of exchange at which it went in ?— 
Very largely. 

5702. (Chairman.) Am I right in understanding 
that your proposal with reference to Bank of England 
notes simply means that they are a convenient repre¬ 
sentative of gold ?—Precisely. 

5703. Knowing that they are always convertible 
into gold they will be taken as gold ?—Precisely, and 
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Sir E. Vincent, the objections urged against gold, as to the probability 
K.C.M.G, 0 f gold being turned into hoard and replacing silver, 
cannot be urged with the same force against bank 
notes. 

5704. Do you think it is possible to continue the 
present state of things in India ?—I am in favour of 
the continuance of the present state of things with 
slight modifications or slight attenuations and correc¬ 
tions. 

5705. You do not propose the re-opening of the 
mints ?—Distinctly not. 

5706. You think that would be calamitous to India ? 
—I think it would be disastrous. 

5707. {Mr. Campbell .) Would you not consider 
that tight money was an evidence that for trade re¬ 
quirements the currency was not redundant ?—I 
should certainly, but I think that the stringency of 
money in India during the last two years is due not 
only to the closure of the mints but to certain bad 
applications of the system. I think you can keep the 
mints closed and avoid the stringency. 

5708. You rather measure the redundancy of 
currency by the rate of exchange ?—Certainly. 

5709. How do you arrive at the rate of exchange 
with regard to which money is redundant or not ? Is 
it a fixed rate that you have in your own mind ?—No, 
I assume a rate of Is. 4 d. or Is. 3 d. or whatever you 
like, and I say that when exchange is below the rate 
it is redundant: supposing you take Is. 4 d. as the 
rate, then when exchange is at Is. 3^(7., currency at 
that moment is redundant as regards Is. 4 d. 

5710. To continue that state of things is it not 
rather to make trade conform to an arbitrary rate than 
to allow the trade to determine what the rate shall 
be ?—The selection of the ratio of Is. 4 d. or Is. ‘id. is 
purely arbitrary, and is, I submit, a question of 
convenience. You can choose the rate which suits 
best. 

5711. I think you suggested the removal of the 
redundancy of the currency to the extent of several 
crores of rupees ?—Yes, at a moment when the rate of 
exchange is evidence of redundancy. 

5712. Are you aware that there is a natural con¬ 
traction of the rupee currency always going on ?— 
There is a natural absorption of rupees from natural 
causes, yes. 


5713. Do not you think it would be better to trust 

to that acting sufficiently in course of time rather 
than to adopt any artificial withdrawal of the 
currency ?—I am only in favour of the withdrawal of 
rupees with a view to prevent the extreme fluctuations 
which now occur, not in order to screw exchange up. 
I consider fluctuations a great bar to the introduction 
of new capital into India. I am not in favour of with¬ 
drawing rupees with the intention of forcing up the 
exchange, but merely with the view of correcting 
extreme oscillations by bringing in a moderating factor 
during the dull (season. I want to make that very 
clear. 1 

5714. (Mr. Le Mar chant) You made a very 
important remark comparing Egypt and India, in 
respect of their relative proportions of home and 
foreign trade. What conclusion would you deduce 
from that to as to the amount of gold that would 
have to come in and go out?—I think the argu¬ 
ment was this: A member of the Committee said, 

Your cotton export is 9,000,000; you require an 

import of 3,000,000 to enable you to work it; 
“ the exports from India are Rx. 114,000,000; there- 
“ fore you would want a season import of one third 
“ °f that to enable you to work your import trade ; 

“ therefore you would want 27,000,000/. of gold im- 
“ ported during the busy season, which of course 
“ would be an extremely inconvenient thing to the 
“ -world in general.” I said the cases are not analo¬ 
gous, because in India the interior trade, which is more 
constant, bears a much larger proportion to the whole 
trade than it does in Egypt, and the result is that you 
would require not 27,000,000/. but something very 
much smaller. 

5715. (Chairman.') Will you be so good as to 
sum up your proposals ?—I would do four things 
(1) make the sovereign and Bank of England note 
legal tender in India; (2) alter the system of 
Government balances so as to increase the available 
supply of rupees for trade purposes during the busy 
season ; (3) reduce the mint value of the sovereign to 
14 i rupees, as compared with the present mint rate 
of 15 rupees, but maintain the treasury or taxpaying 
value of the sovereign at 15 rupees ; (4) limit the 
proposal of the Government of India for the With¬ 
drawal of rupees to periods of exchange at or 
below Is. 3 \d. 


(The witness withdrew.) 


Sir A. P. 
MacDonnell 
G.C.S.I. 


Sir Antony Patrick MacDonnell, G.C.S.I., called and examined. 


5716. (Chairman.) Will you state the official posts 
you have held ?—I am now Lieutenant-Governor of 
the North-West Provinces, and Chief Commissioner 
of Oudh. I was a member of the Viceroy’s 
Council from the end of 1893 till April 1895. Before 
that I acted as Lieutenant-Governor of Bengal, and 
before that I had been Chief Commissioner of the 
Central Provinces. For a very brief period I officiated 
as Chief Commissioner of Burmah; I was Secretary 
to the Government of India in the Home Department 
from 1886 to 1890. Before that, I was Secretary to 
the Government of Bengal in the Revenue Depart¬ 
ment. Before that, for about 15 years, I had served 
as a district officer in various districts. 

5717. How long have you been in India?—Over 
32 years, with intervals of about four years’ leave of 
absence. 

5718. You are aware of the state of things which 
led to the closing of the mints ?—Generally, yes. 

5719. That was in 1893. Where were you then ? 
—I was then, I think, in the Central Provinces. 

5720. Can you tell the Committee generally what 
was the state of things in India before the closing of 
the mints, and what has happened since the closing of 
the mints ?—I wish to explain that I do not claim to 
be a currency expert, and that I have been invited to 
give evidence from the administrative point of view 
as to the effect of the closing of the mints upon the 
state of the country generally. 


5721. It is from that point of view that we want to 
hear you ?—The first thing I would beg to call your 
attention to is the course of prices in the North-West 
Provinces, both before the closing of the mints and 
after the closing of the mints. When 1 first went to 
India, in the first five years of the sixties, prices 
ranged low; from 1860 to 1873, about the time when 
the currency depreciated, there was considerable 
oscillation in prices; from 1873 until 1885 there 
was less oscillation. 

5722. Was the tendency up or down ?—The ten¬ 
dency was generally upwards but the variations 
were marked. Prices steadied from 1885 till the 
mints were closed in 1893. There was a great sta¬ 
bility in prices, with a tendency upwards. From 
1893 until now, or until the middle of last year, there 
was an extraordinary rise ; prices reached in 1897 a 
higher level than they had ever reached before during 
my experience of India. From that time till now 
they have fallen, but when I left India they had not 
fallen to the point from which they started at the time 
when the mints were closed, from which I infer that 
the closure of the mints has had no appreciable effect 
on the course of prices. 

5723. Prices, do you mean, of food ?—I am speak¬ 
ing of food grains alone. I should have expected, 
and the theory would be, that the prices of food 
grains would have fallen ; that the rupee would pur¬ 
chase a larger amount of food grain than it did before; 
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but the rupee has purchased, and continues to pur¬ 
chase, a smaller amount of food grain than it did 
before, from which I infer that so far as prices are 
concerned the closure of the mints has had no effect 
up to this year upon rural economy in my province. 

5724. The people have been neither the better nor 
the worse for it ?—Some people have been much better ; 
people who had crops have enormously gained. 

5725. But I mean the people who are purchasing ? 
—The people who are purchasing have had no 
advantage. 

5726. The people who are selling have had an 
advantage ?—A great advantage. 

5727. What is the position at the present moment ? 
—The present position is this, when I left India 
prices had become arrested at a point considerably 
higher than the point from which they started in 1893 
when the mints were closed. 

5728. Should not you have expected the effect of 
the closure to have shown itself in the establishment 
of lower level prices ?—It should have been so according 
to the theory, but the theoretical effect has been 
entirely obscured by the series of adverse seasons 
through which the province has passed. Beginning 
with 1893, we have had a series of four bad seasons 
culminating in 1897, in a famine all over the province. 
I have asked myself how it is that prices have not 
fallen yet. I attribute it in a measure to the fact that 
the people are replenishing their stores, which had 
been depleted by the famine; and consequently a less 
supply of grain is thrown on the market than would 
otherwise have been the case. 

5729. (Sir F. Mowatt.) You are referring to a 
depletion of the stores of grain ?—Yes; but I 
am also disposed to think that prices have reached 
a level under which I do not expect them very 
much to fall, owing to the great development 
of railway communication with the seaboard, and 
the foreign demand which has sprung up. That is the 
opinion of grain merchants with whom I have con¬ 
sulted, They do not look forward to a fall in the price 
of food grains in India much below what they have 
already reached, which is a higher point than when 
the mints were closed. 

5730. (Chairman.) Can you tell us what the effect 
has been on wages ?—Wages in India are of two sorts. 
The wage of agricultural labour is mostly paid in 
grain. The share paid is the customary wage ; but 
there has been in the towns and for artizan labour a 
distinct rise. 

5731. Since the closure of the mints ?—I cannot 
say since the closure of the mints, but the rise is 
going on. 

5732. Since the depreciation of the currency F— 
Certainly, 

5733. I suppose you would take the period of 
depreciation of the currency as commencing after the 
demonetisation of silver by Germany ?—The effect of 
the depreciation of the currency has been seriously 
felt in India, both on prices and on wages, but, in my 
opinion, it was not very perceptible before 1885. 
Since 1885 it has become, I think, more marked. 

5734. How have you found, as a consequence of the 
closure of the mints, that there has been any difficulty 
in the payment of revenue to the State, or of rent to 
the landowners ?—Hone whatever. Since the mints 
were closed in 1893 there have been very adverse 
seasons, and the Government has been naturally 
lenient in its collection of land revenue, and for¬ 
ward in suspending the land revenue wherever the 
pressure was remarkable. The law in the North- 
West Provinces is this, that where land revenue is 
remitted, a corresponding remission of twice the 
amount has to be made in the rents. During the 
famine of 1897 the Government suspended 1J crores 
of land revenue out of 6 crores. 

5735. Twenty-five per cent. ?—25 per cent., and 
then when the famine was over, and the question of 
recovering that money came up, it was determined 
to remit or finally write off 40 per cent, of these 
remissions on the understanding that the landlords 


would make a similar remission to their tenants—to 
the ryots. In the North-West Provinces the land 
revenue system contemplates that the landlords will 
remit to their tenants double the amount of any 
remission which the Government makes to them, the 
landlords. 

5736. Perhaps, for the convenience of members of 
the Committee who are not acquainted with the sub¬ 
ject, you will just explain what is the principle on 
which the land revenue is assessed. First of all we 
start with the theory that in India the land belongs 
to the Crown ?—Yes. There are two kinds of assess¬ 
ment of land revenue. There is what is called the 
ryotwari assessment, in which the Crown deals direct 
with the actual tenant, and there is the zemindari or 
talukdari assessment, in which the Crown deals with 
the landlord or middleman. In the North-West Pro¬ 
vinces and Oudh the first system, the ryotwari system, 
scarcely exists. Our principle has been based on the 
zemindari or talukdari system. The system on which 
we proceed is that of assessing the actual assets. 

5737. You are now dealing outside the permanent 
settlement of Bengal ?—Yes. Some parts of the 
North-West Provinces are under the permanent 
settlement made by Lord Cornwallis, but the larger 
part of the province is under settlements made every 
30 years. We proceed on the principle of assessing 
on the actual assets. We call on the landlords to 
produce their rent rolls. One of the first duties of 
the settlement officer is to examine the rent roll of 
each village, with the view of determining whether 
they are what we call stable; that is, whether the 
rent is such as can be paid by the tenant one year 
with another without difficulty. Whenever we find a 
rent roll which we consider unstable, or excessive, we 
reduce the rental for the purpose of assessment as 
between the landlord and the Government; we make 
no interference as between the landlord and his 
tenant. Having got what we call a stable rental, 
that is, a rental which a tenant can pay in ordinary 
years without difficulty, we then proceed to see 
whether any portion of that rental has been acquired 
by the expenditure of capital by the landlord or the 
tenant. If we find that to be the case, we also 
exclude that portion of the income from assessment 
for a certain period until the person who has expended 
money on improvements recoups himself. We go still 
further, and make still further reductions from this 
Antal when we find that any considerable portion of the 
property is owned by the landlord and cultivated by 
the landlurd himself. We find by experience that a 
landlord cultivating with hired labour is not able to 
make so much out of the soil as a cultivator cultivating 
his own fields. Having thus arrived at a sum which 
we consider the fair assets, as much as can be re¬ 
covered without difficulty one year with another, 
we then say that Government is entitled to take 50 per 
cent, of such assets. But although the Govern¬ 
ment’s theoretic share is 50 per cent, we do not, 
as a rule, take so much; we have regard to 
the amount of the enhancement which an assess¬ 
ment at a 50 per cent, rate would impose on the 
landlord. If we found that the enhancement imposed 
was very high, or that the man ? s circumstances were 
poor, and that a 50 per cent, rate would seriously 
cripple him, we reduce the proportion that we take, 
and take 45 per cent, or something like that. But the 
main point to be considered is that we do not, for the 
purpose of assessing the Government revenue, make a 
basis of our own ; we proceed on the basis of actual 
facts, which have been brought into existence by the 
operation of the ordinary law of rent, and the arrange¬ 
ment which the landlord has made with bis own 
tenant. We reject, as I say, all excessive rentals, and 
we adopt for the purposes of assessment a rental which 
is considered to be fair. 

5738. What proportion does that rental bear,to the 
gross value of the produce ?—That is variable. 

6739. What is your maximum and minimum ?—I 
should say that the fair average share of the gross 
production taken by the landlords in rent would be 

Dd 2 


Sir A. P. 
MacDonnell, 
G.C.S.I. 

4 July 1898. 



212 


INDIAN COTtKENCY COMMITTEE! 


SirA.P. about 20per cent., and I think, as a rule, the Govern- 5750. Has there been any stringency in the cur- 
MatJ)ounell, ment takes less than half of that. I should say the rency in your districts?—I have caused inquiries 
G.C.S.I. Government assessment of land revenue in the North- to be made throughout the North-West Provinces and 
4 Ju)v 5898 West Provinces is represented by about S per cent, of Oudh, as to the effect of the closing of the mints 
_1__ the gross produce. upon the sufficiency of the currency for ordinary 

5740. And tho landlord would get about 12 per circulation, and these inquiries place it, in my opinion, 

cent. ?—The landlord would get the difference between beyond doubt that the currency at the present time 
the 8 per cent, and the 20 per cent. in the North-West Provinces is amply sufficient for all 

5741. The cultivator actually gets 80 percent.?— purposes of commercial or industrial operations. 

Yes. I may say that whenever rents are paid in kind, 5751. I mean the internal trade of the country ?— 

as they often are on inferior soils, then the basis of The internal trade of the country. 

the Government assessment is different. Grain rents 5752. Would you take the North-West Provinces 


absorb in some parts one-third, and in some parts 
two-fifths of the gross produce; that is to say, the 
landlord takes in kind 33 per cent, of the gross pro¬ 
duction of the soil; when that is commuted into 
money rent, you get it down pretty much to the value 
of 20 per cent, of the produce. 

5742. In fact, to put it into English, what the 
Government receives is the ground rent. Now you say 
that since the closure of the mints the Government have 
had no difficulty in recovering their revenue, apart from 
thefamine ?—None whatever. I have stated that we 
expended during the famine 1-Jj crores of rupees, 
and after the famine we remitted 60 lakhs of 
rupees out of the crore and a half. But before I left 
India many landlords were coming to me and saying 
that they did not want any remission and would not 
take remissions. They found that the ryots were 
so well able to pay their rents and were recovering their 
position with so little difficulty that they refused to 
take remissions. 

5743. You would not allow a remission to your 
tenant unless he made a corresponding remission to 
his tenant ?—That is the principle upon which we 
went. 

5744. What was the range of agricultural prices, 
taking it generally, when the last settlement in the 
North-West Provinces was fixed ?—The prices of 
agricultural produce were very much higher, 50 or 
100 per cent, higher than they are now. That is to 
say, the ryot now gets a rupee by selling 32 or 35 lbs. 
of grain while 30 years ago, when the settlements 
were made, he had to sell about 60 lbs. of grain to 
procure a rupee. 

5745. To that extent then the tenant gains ?— 
Yes. With the landlord. The landlord has inter¬ 
cepted some of the grain in the shape of increased 
rent. 

5746. Do you think that fixing the exchange value 
of the rupee at Is. 4d. will generally have an injurious 
effect, or a beneficial effect, on Indian agriculture ?—• 

I do not see how it can have an injurious effect on 
Indian agriculture generally. 

5747. Why not ?—You have now asked me a 
question which is more of a speculative character. 

5748. We want your experience to bear upon it? 
—As far as I can say, a fixation of a rupee at Is. 4 d. 
can only affect the tenants through the operation of 
prices or wages. The movement of prices and wages 
is very slow in India, very slpw and very irregular. 
We made an exhaustive inquiry in the North-West 
Provinces in 1883-84, which showed that rents 
followed prices only at long intervals, and very 
gradually. 


us generally typical oi me agricultural portions ot 
India ?—I should say it is a very good example. I do 
not see how the facts could have been otherwise, for 
these reasons. During the famine we spent an 
enormous amount of money in relieving distress. The 
pressure of famine caused a large quantity of hoarded 
rupees to come into circulation, and the closure of the 
mints prevented what was always the great source of 
drain on the currency, namely, the melting down of 
rupees for silver ornaments. You have had all these 
three sources re-inforcing the currency during the 
last few years. At all events it is a matter of 
fact, so far as careful inquiries have enabled me to 
say, that the currency is absolutely sufficient for all 
purposes. 

5753. Have you anything to say about the rates 
paid up country for borrowed money ?—There are two 
sorts of loan transactions up country. There is the 
loan by the bunneah or village money lender, who 
deals with his own money alone, and there is the 
loan by the mahajan, or banker, who deals with 
other people’s money as well as with his own. Now 
the bunneah’s business goes on at present, and since 
the marvellous recovery of the country from the 
famine, pretty much as usual. The bunneah finances 
the cultivators. He largely, as a rule, deals in grain, 
and he makes advances in grain, and he gets return in 
grain. Seeing that the price of grain has risen so 
greatly, he has been, perhaps, a little more lenient 
than formerly in the rate of interest he charges on his 
loans of grain. 

5754. ( Sir F. Mowatt): What do you mean by loans 
of grain ?—Suppose at sowing time he advances a man 
two maunds of grain on the understanding that he will 
get back a similar weight at the ensuing harvest plus 
his interest. 

5755. His interest being paid in grain ?—Ye 3 . 

5756. There is no question of currency there ?—- 
There is no question of currency. 

5757. The rupee does not come into it ?—No, but 
the rupee does come in where he makes advances of 
money to people for the purchase of better seed, for 
the purchase of plough-cattle, and other such agri¬ 
cultural uses. There, I thiuk, the same rates of 
interest are paid now as formerly. The only instances 
brought to iny notice where there have been different 
rates of interest have been in those case 3 of money¬ 
lenders who advance upon silver ornaments. The 
silver ornaments have depreciated in value, and these 
money-lenders have been unable to recover their 
capital, and consequently they have had a less capital 
to deal with, and their rates of interest rose. But, that 
is not a matter of large consequence, and has not 
happened as a rule. 


5749. Then you mean the rising of the prices is 5758. (Sir J. Muir.) To what extent has- it 

ouly very slowly followed by an increase of rent ?— happened ?—To a comparatively small extent. 

Very slowly followed by an increase of rent, or by an 5759. (Chairman.) Now, what do you say about 

increase of wages, and if any evil were to follow, it the banker, the mahajan, who lends other people’s 

could very easily be anticipated and remedied before money?—It seems to me that with the mahajan who 

any injurious consequences could follow ; but, so far lends other people’s money the question of the general 

as my experience goes, I have not been able to credit of the country comes in, and the state of 

perceive that any injurious effect upon Indian agri- trade, and the position of the country generally, 

culture has been produced by this exchange. The whether credit is good or bad, and whether the 

extension of cultivation, or a substitution of more export trade has been good or had. I may say that 

valuable for less valuable crops in the provinces one instance came to my notice of one of the largest 

with which I am connected, ' are very largely bankers in the north of India. Before he failed, or 

connected with considerations such as the pressure when he was about to fail, he applied to me for 

of population and of internal demand, and I do not assistance. It is entirely outside the province of the 

see what connection exchange would have with these. Government to assist a man in that position, but this 
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greater value than when he put the silver into hoard ? 
—Yes. 

5785. You said as regards the ornaments, they 
would be sold during famine times at a less price ?— 
Yes. 

5786. That means a price less than when they were 
bought ?—It is in this way. The ornament was made, 
we will say, at a time when the owner would get 
12 annas per tola (a rupee’s weight). Now the man 
can get, say, only eight annas per tola for his 
own ornament. 

5787. That depends upon when he bought his 12 
anna tola ; he might even have bought it at a time 
when it was lower than it is now, and if so he would 
have no loss at all would he ?—That is so. 

5788. (Sir J. Muir.) The Chairman asked you, if 
the rupee fell from Is. Ad. to Is., what effect that 
would have, and then suppose it fell still further to 
the intrinsic value of silver, what do you estimate the 
intrinsic value of silver to be now in the rupee ?—I 
suppose it is something like 1(M. 

5789. I think it is something like 10ff., but although 
thore are those who are opposed to the fixing of the 
rupee of Is. 4 d., do you hear of any who wish that the 
intrinsic value of the rupee should be fixed ?—Do 
you mean by imposing a seignorage or an import 
duty ? 

5790. You know that the Chamber of Commerce 
in Calcutta are strongly opposed to the views of the 
Government of India ?—I know very little about the 
views of the Chamber of Commerce in Calcutta. I 
may say I know very little about the discussions that 
have been going on in commercial circles. 

5791. I hold in my hand a letter addressed to Mr. 
Chalmers our secretary (and through him of course to 
the members of the Committee) from the Madras 
Chamber of Commerce. 1 happen to know more or 
less of the views of the merchants of Bombay, Calcutta, 
and Madras as well as produce-growers and others, 
and I know that their idea is that the rate is too high 
at Is. Ad., and they think the question should be con¬ 
sidered on the basis of Is. 3of. or Is. ‘Id,, but I do not 
hear any one recommending a less rate than Is. 2d. 
Now, suppose after a full inquiry it was' found that 
Is. 4 d. was too high, and that Is. 3d. should be the 
rate. Do you see anything seriously in the way of 
making the rate Is. 3d. ?—The farther you diverge 
from Is. Ad. the more taxation you will have to 
impose in order to meet the demand on the Govern¬ 
ment of India. I consider that every divergence in 
that way is a danger. I myself would be glad to see 
the exchange raised above Is. Ad., and I think the 
fixation in 1893 at a maximum rate of Is. Ad. bears 
very hardly on the Government of India, and shuts 
it out from the advantages which it might obtain 
from these large gold discoveries throughout the 
world. 

5792. Are you not looking mainly to the interests 
of the Government of India, and overlooking those 
of the merchants and others who are interested in the 
soil, such as the tea-planter, the coffee-planter, and 
the indigo-planter ?—No. I have always thought 
very carefully, as far as my lights go, over these 
interests. I consider that the political danger of 
having to raise extra taxation by novel methods in 


India entirely preponderates over the views which 
you advocate, satisfied as I am that Is. Ad., or even a 
higher exchange, will have no injurious effect on the 
great agricultural interests of the country, namely, the 
production of food-grains, cereals, and so on. 

5793. Are you aware that a very large sum of 

money has been invested-?—I have heard you 

say so. 

5794. I want to know whether you know it of 
your own knowledge. Do you know that a very 
large sum of money has been invested in Bengal and 
in Assam and in the Dooars and in Darjeeling and 
other parts of India- in these industries ? It is stated 
that in the Indian tea estates the capital invested is 
about 12 millions, and that the industry employs 
about one million of the natives of India. Is not 
that a large industry ?—Undoubtedly. 

5795. Suppose you had invested a certain amount 
of your own money in one or two of these tea estates, 
and by the arbitrary action of the Government of 
India your profits were materially reduced, would not 
you think that a hardship ?—If I were the individual 
I might think it a hardship, but if I were in a 
position where I had to balance against these special 
interests the question of maintaining the empire, I 
would say that the smaller interests ought to give way. 
The very existence of these industries depends on the 
goodwill and the contentment of the people of India; 
and I say that if taxation to the extent of eight crores 
of rupees, not to say 10 or 12, were imposed, we 
should not be able to hold India to-morrow without 
constant danger of tumults and insurrections. I think 
I am bound to say that I have had exceptional op¬ 
portunities of knowing what native feeling is as 
regards the imposition of further taxation on the 
country. 

5796. (Chairman.) I presume what you mean to 
put to us is this, that any great political disturbance 
would cause a very great injury to all these industries, 
if not destroy them altogether ?—Yes. Of course I 
am aware that the effect of the closure of the mints 
might possibly tend to increase taxation, because 
although the number of coins paid in is the same, 
nevertheless the coin might represent more commo¬ 
dities. But this effect is produced unconsciously ; the 
people are conscious of no additional burden. I do not 
see anything in the economic condition of India to lead 
me to believe that this burden, when it comes, cannot 
be borne, but I do see in the extreme dislike of the 
people to any new form of taxation of which they 
will be conscious, and which will be novel, a serious 
political danger. 

5797. ( Sir D. Barbour.) Did I understand you to 
say that the movements of prices are slow in India ? 
—The movements of prices between 1885 and 1893—I 
was referring to the prices of food grains—were slow, 
they were steady. 

5798. You mean there was no great change ?— 
There was no great change. 

5799. But as a rule the prices of food grains move 
up and down very rapidly in accordance with the 
seasons ?—Yes ; but still over a series of years there 
is a pretty fair stability, especially since the railway 
system has been extended. 


The, witness withdrew. 


Adjourned. 
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Sir Antonl P. MacDonnell, G.C.S.I, 

5800. ( Sir C. Crosthwaite .) I wish to revert to the 
question whether there is any danger in fixing the 
rupee at li. 4 d. with reference to the settlement of 
the land revenue. I think you have had considerable 
opportunities of knowing all the details of settlement 
work in the North-West Provinces ?—Yes. 

5801. And also in the Central Provinces?—Yes. 

5802. Were settlements going on when you wore 
Chief Commissioner?—Yes. 

5803. And I think I am right in saying that every 
principle of the work, and almost every detail of the 
work, has come under your own eyes in both 
Provinces ?—That is so. Perhaps I may be permitted 
to lay before the Committee a statement showing the 
manner in which I control the revenue assessments. 
From this form, which I now produce, you will see 
that for each estate, an estate containing probably on 
an average about 1,000 acres, I make it a point to 
examine the details of the matter; and in order to 
enable me to do that, the estates numbering many 
thousands, l have found it desirable to cause a form to 
be prepared showing the principal statistics upon which 
the revenue assessments are based, from which you 
will see that all the details that are referred to come 
under my personal supervision and control. 

5804. Can you tell me the date of the most recent 
settlements ?—They are now going on. I think the 
week before I left India I sanctioned assessments both 
in the North-West Provinces and in Oudh. 

5805. With regard to the most recent of those, can 
you say that 1*. 4 d., as the sterling value of the rupee, 
will not cause any trouble ?—I am quite certain on the 
point, because so great has been the increase in the 
assets that our difficulty is, in most cases, to know 
how moderate our demands should be. For instance, 
in the Baraich district of Oudh, the enhancements, 
based on the principles which I explained to the 
Committee yesterday, would enable us to take an 
enhancement of 100 per cent, on the previous assess¬ 
ment; but the enhancements which we take are very 
much less than that. 

5806. What do you say has been the average in¬ 
crease ?—I should say the average increase throughout 
the whole of Oudh will be 25 or 30 per cent. 

5807. Whereas you could have taken 1O0 per cent. ? 

—We could, in certain cases, have taken 100 per 
cent. 

5808. Has this increase been due to a rise in prices, 
or an increase of cultivation, or to both ?—To both, 
but in most places to a rise in prices. In certain 
districts which had not been fully developed 30 years 


recalled and further examined. 

ago, when the settlement was made, the enhancement 
was very largely due to the increase of cultivation; 
but in the districts that had been longer settled it is 
very largely due to the increase of rents, which have 
followed on the rise of prices. 

5809. Was that the case in the North-West 
Provinces also?—Yes, partly due to rise in prices, 
and partly to extension of cultivation. The rise of 
prices in the Central Provinces we used to find was 
considerably over 60 per cent. 

5810- In the older and more cultivated districts of the 
North-West Provinces I suppose there are districts 
in which the cultivation cannot be increased, because 
it is already up to the maximum ?—That is so. 

5811. There no similar increase of revenue is 
possible ?—No. I should say in those districts 20 per 
cent, would be the maximum. In some instances we 
have been satisfied with 10 per cent. 

5812. Has this great increase of prices been due, 
do you think, to a fall in the sterling value of the 
rupee ?—I do not think so ; not before 1886. I could 
not trace the operation of the fall in the sterling value 
of the rupee before 1886. 

5813. It is due more to the equalisation of prices 
caused by improved railway communication, and 
improved communication with the ports ?—Yes, and 
the opening of the Suez Canal has had very largely to 
do with it. 

5814. So that in some districts, where grain was 
formerly very cheap, it has become comparatively 
dear ?—That is so. In my own experience I know 
certain districts in which grain used to sell for one 
rupee a maund ; and now, prices, owing to the con¬ 
struction of railways, have been almost equalised in 
those places with what they are in the great central 
markets. 

5815. Rice has to be stored in very large quantities 
because it cannot be sold ?—That was the case in the 
eastern parts of the Central Provinces; also in the 
northern parts of Behar, bordering on Nepaul ; what, 
you say is quite true of the eastern parts of the 
Central Provinces. 

5816. Since the railways have been made that has 
all been changed ?—That has all been changed. The 
only way of getting out grain from those places was 
by Beparis and pack bullocks. That trade has been 
now almost completely destroyed by the construction 
of railways. 

5817. Do you think that the same cause, namely, 
the opening up of land-locked provinces, or parts of 
provinces, has prevented the great change In the value 
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of the rupee, which would otherwise have taken place 
from the great increase of mintage; I mean by causing 
more demand for silver?—Unquestionably. 

5818. And by bringing silver into circulation 
where before it was almost unknown ?—That is true. 

5819. There were parts of the Central Provinces, 

I dare say you know, where silver currency was 
almost unknown previous to the construction of 
railways ?—¥es. 

5820. Now the silver has flowed into those places ? 
—Yes, there is no place in the provinces under my 
control in which you cannot find silver in use. 

5821. So that in that way the effect of the fall of 
the gold value of silver was counteracted very 
considerably, perhaps ?—Yes. 

5822. I mean its effect on prices ?—Yes. 

5823. Then your conclusion is that, so far as the 
land revenue settlements go, we are quite safe in 
maintaining the value of the rupee at Is. 4 d. ?—Quite 
safe. I would draw a distinction between the settle¬ 
ments formerly made, which are still running, and the 
settlements now being revised. 

5824. What is the distinction you draw ?—In the 
former case the settlements, as I said yesterday, were 
made at a time when a rupee would buy a very large 
quantity of grain. Now the rupee will buy a much 
smaller portion of grain, and consequently the pres¬ 
sure of the revenue on those estates was very much 
heavier when the Government contracted with the 
settlement-holders than it is now. In these cases 
the settlement-holders have greatly benefited at the 
Government’s expense, and a sixteen-penny rupee 
only puts a check to the progressively-iuereasing loss 
Government has sustained. In the settlements now 
being made, regard is had to the possibility of a rise 
in the value of the rupee, because whenever the 
enhancement is considerable, say over 30 per cent., 
we do not take the entire enhancement at once ; we 
take it in progressive steps, 15 per cent, in the first 
five years, 25 per cent, in the second five years, and 
the full enhancement of 30 per cent, in the 11th year, 
thereby giving the settlement-holder time to meet the 
higher demand, and time to ourselves to rectify any 
difficulties which the larger assessment might produce 
on the people. That was what I wanted to bring 
out yesterday, when I was being examined by the 
Chairman. 

5825. There is a great difference, is there not, 
between harvest prices and prices at other periods of 
the year ?—There is a difference, but that difference 
is disappearing a good deal. No doubt there is still 
a considerable difference. 

5826. I mean the harvest prices to the cultivator ? 
—Yes, I think it is disappearing very much. 

5827. That is to the advantage of the cultivator ?— 
That is to the advantage of the cultivator altogether. 
So far as I can judge, I would estimate the difference 
now between harvest prices and prices at other periods 
of the year at 25 per cent. 

5828. As Lieutenant-Governor you had oppor¬ 
tunities of meeting, and you did meet, all classes of 
the people ?—Constantly. 

5829. The upper classes—the intelligent classes of 
the people ?—Yes, and I have asked them this 
particular question, whether the Is. id. rupee would 
have any injurious effect upon their tenants, and the 
answer I get is invariably No. I must say they are 
not in the habit of considering these speculative 
questions, but so far as I have explained it to them, 
and talked it over with them, they have told me that 
they did not see any likelihood of injury. 

5830. Do you think that many of them know that 
the mints have been closed ?—The bankers know. 

5831. Do you think many of the landowners know ? 
—It does not occur to them, because as far as they 
see, no injurious effect, or any effect at all, so far, has 
been produced by the closing of the mints on their 
rents. 

5832. Do you think the bankers do know ?—Yes, 
the bankers know. 


5833. (Sir F. Mowatt.) When you say bankers, 
do you mean bankers in the large towns ?—No, I 
mean the native bankers. 

5834. The small men ?—Yesterday I drew a dis¬ 
tinction between the local money-lender who deals 
with his own capital, and the big mahajan in the 
larger centres of commerce, who deal with other 
people’s capital. I now refer chiefly to the latter. 
The former man, the village money-lender, knows also 
that the mints are closed because of the depreciation 
of silver ornaments; he can no longer take the 
ornaments to the mint and get rupees for them. 

5835. ( Sir D. Barbour) Does not the small 
banker know that the intrinsic value of the rupee is 
not the same as it was ?—That is so. 

5836. ( Sir C. Crosthwaite.) As to the ornament 
question, has anyone made a complaint to you ?— 
During the famine frequent complaints were made. 

5837. (Chairman) By whom ?—By the respec¬ 
table cultivating classes who had pawned ornaments, 
but tire complaint was not against the Government, 
it was more with regard to the money-lenders from 
whom they raised money. They thought that hard 
bargains were being driven with them, but the matter 
was not of any such consequence a8 to force itself 
upon our attention during the famine. 

5838. (Sir C. Crosthwaite) I suppose, as a matter 
of fact, most of the people who would sell their orna¬ 
ments have sold their ornaments already during the 
last famine ?—I should say No, because we find that the 
people of the class who had silver ornaments were in 
a very much better position to meet the pressure of 
distress through this last famine than in the case of 
previous famines. 1 remember well the famine of 
1874 in which I was concerned, and there we had a 
much larger percentage of the cultivating classes upon 
our relief works than in the case of this last famine. 
So that I should say there was much less pawning of 
silver ornaments on this occasion than on previous 
occasions. 

5839. For the future it would be the other way 
about, would it not; they would get more silver orna¬ 
ments for their rupees ?—They would get more silver 
ornaments ; they are now buying bullion and making 
it into ornaments. 

5840. They find they can get more for a given 
number of rupees ?—Yes, so much so that they refuse 
to release the ornaments that they have pawned, 
because they can replace them cheaper. On that 
point I have had inquiry made and that is the 
result. 

5841. Therefore, there is not likely to be any 
standing grievance on that head ?—I do not think 
so. I think that after all only two or three persons 
out of ten are people who would be in the habit of 
pawning ornaments. It only comes in in times of 
extreme pressure, and it does not fall upon everybody, 
and after all the loss, such as it will be, is small in 
the individual case, although it may be considerable 
in the aggregate. 

5842. It is very much like a man in England 
pawning his spoons ?—Very much like that, and 
everybody does not do it. I think it is very possible 
that this matter may be, and is now being, made a 
peg upon which to hang arguments against the 
Government by certain classes in India, but so far 
as I have seen the people have not responded to it. 

5843. Do you think it originated in India or in 
England ?—In England, I think. 

5844. ( Sir C. Crosthwaite) Now, as regards the 
stringency of money. If there had been any difficulty 
in getting coin there must have been difficulty in 
collecting the land revenue ?—Unquestionably. 

5845. And if there bad been any difficulty in 
collecting the land revenue it must have come to your 
notice?—Undoubtedly. We have collected the land 
revenue this year with even greater facility than in 
previous years. You will see that by the number of 
compulsory processes which are issued. 
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5846. No money could be remitted and no large 
suspensions could be made without your orders ?— 
None, 

5847. If any district is in balance it would be re¬ 
ported to you at once?-—Yes, it would come to the 
Board of Revenue in the first place. 

6848. And you would know of it at once ?— 
Certainly. 

5849. There has been no such difficulty ?—No 
such difficulty. 

5850. Did any of your officers report that there 
was any difficulty in getting coins ?—None whatever. 

I had careful inquiries made on that point throughout 
the provinces, and there was no difficulty whatever 
in getting silver coins. The only one part of the 
province from which I received a report to the 
contrary was from Jhansi, in which some rents are 
payable in a local coinage, and there was for a certain 
time some difficulty in exchanging the local coinage 
into rupees. 

5851. {Chairman.) Do you mean by local coipage 
Native coinage ?—Yes. 

5852. There has been no closing of the mints in the 
Native States ?—No. At thjs particular place there 
had been no closing of the mints; but this was a 
purely local matter. 

5853. We quite understand your evidence to be 
that, so far as your knowledge is concerned, both 
personally and through your staff, there was no 
stringency of currency in the internal trade of India 
in the North-West Provinces ?—That is my evidence. 

5854. ( Sir C. Crosthwaite.) And the district 
organisation is such that it must have become known 
if there had been.—Yes. 

5855. There are large courts of wards estates under 
the Government?—Yes. 

5856. Would you say, roughly, how many lakhs of 
rupees are collected by Government for courts of 
wards estate ?—Considerably over half a crore. 

5857. You had no reports of any difficulty as to 
those ?—No. 

5858. What is the land revenue of the North-West 
Provinces ?—About six crores exclusive of provincial 
rates; say 6f crores altogether, or nearly Rx. 7,000,000. 

5859. You said yesterday you did not think it was 
possible, without great difficulty and causing much 
discontent, to raise the revenue much ?—I am very 
strong on that point. 

5860. For instance, take the land revenue; how 
much is it in our power to raise the land revenue 
to-morrow if we wanted ?—You could not raise any 
of the assessments, unless the settlements fell in, 
without a breach of faith. It is impossible; and as 
far as the settlements are coming in, we do raise the 
rate as far as we can by the process I have explained 
to the Committee. 

5861. What are the other main sources of revenue 
that we have ?—The land revenue is about 
Rx. 6,000,000. The provincial rates are Rx. 964,000 ; 
so that you may call it 6| millions Rx. 

5862. They depend upon the laud revenue ?—Yes, 
they follow the land revenue ; they could not be raised 
except in the same way. Then income from stamps, 
Rx. 130,000. 

5863. Do you think it is possible to increase that ? 
—Not substantially. It depends on the litigation of 
the country, aud on the commercial relations. You 
could oidy do it by increasing the duty on stamps. It 
is a progressive measure. 

5864. Is it your opinion that our tax on litigation 
in India is too low ?—One of the standing objections 
to it is that it is too high. Then we have excise, 
Rx. 155,000. 

5865. Do you think that might be increased ?—I 
think a little in the North-Western Provinces. It is 
a matter which I am now inquiring into. By tighter 
administration, by preventing illicit distillation, and 
by increasing the rate of duty, something might be 
done, but it will not be substantial. I should say it 
might be raised by at the very outside 25 per cent. I 
do not expect that will be produced within 10 
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years. With the exception of salt, those are the 
principal heads of revenue. 

5866. Do you think you could double your income- 
tax?—I do not think so. There is an agitation 
against the minimum which we have fixed. The 
revenue is gradually expanding; and I believe, 
myself, that the country could now afford, without 
injury to industry or commerce, 6 or 8 crores of 
additional revenue. 

5867. In the North-West Provinces ?—No, in the 
whole of India. I should say that the North-West 
Provinces would be able to furnish about a crore of 
rupees additional without injury to the commercial 
and icidustrial resources of the country. But to raise 
that you would have either to incur a breach of faith, 
bv increasing the land revenue in spite of the settle¬ 
ments, or you would have to impose unaccustomed 
and new forms of taxation ; and I, as a responsible 
administrator, should fear the result of doing that. 

5868. Do these remarks apply generally to all parts 
of India ?—To all parts of India that I have any 
knowledge of—to the Lower Province of Bengal, to the 
Central Provinces, and to the North-West Provinces. 

5869. And Burma ?—My experience of Burma 
is very slight. I have not been in Burma since 1889, 
and I am unable to speak with any authority 
as to Burma. The great enhancement of the land 
revenue above what is gradually proceeding that 
would be possible would be on estates that have 
been permanently settled; but that would involve 
a violation of faith, and violation of faith would, of 
course, be incompatible with our position in India. 

5870. And without that violation of faith, nothing 
much could be done ?—Except in the gradual course 
of expansion of revenue, I think not. 

5871. You mean by gradually putting more local 
charges upon them ?—Yes ; by enhancing revenue as 
settlements fall in and by putting on local charges. 
Our administration has that tendency. The tendency 
is that way. 

5872. Is there much tea in the North-West Pro¬ 
vinces ?—Not much, a little in Kangra (that is, in 
the Punjab), and a little in the Dehra Doon and 
Kumaon districts. 

5873. Have you come across much tea in Bengal ? 
—Yes; but that was some time ago. 

5874. Do you think the tea interest is so great as 
to justify the sacrifice of other interests ?—Ob, no. 

5875. {Lord. Balfour of Burleigh.) You told us, 
in answer to Sir Charles Crosthwaite, that to increase 
the land revenue would be a breach of faith, and the 
only other method of increasing the taxation would be 
to put totally new taxation on other articles ?—A 
breach of faith during the currency of the settlements. 

5876. That being so, that is not immediately avail¬ 
able ?—No. 

5877. If you were forced to raise more revenue 
from land, you could not do it immediately without a 
breach of faith ?—No. As the settlements are falling 
in we raise more revenue from the laud. 

5878. Quite so, but that is not immediate ?—Not 
in a very large scale. 

5879. If you want another million of rupees, it is 
not available immediately without a breach of faith ? 
—No. 

5880. Aud you deprecate the imposition of new 
taxes ?—Yes. 

5881. It is obvious that if the exchange value of 
the rupee was to go down to anything like its silver 
value, new taxation from some source or other would 
be necessary ?—Yes, to the extent of between eight 
and ten crores of rupees, I believe. 

5882. And in addition to the indications of your 
opinion that you have given us, may we take it that 
to put on any new taxation at all commensurate with 
what would be required under those circumstances 
would, in your opinion, amount to a grave political 
danger ?—Certainly. I am very strong on that point. 

5883. You have no doubt on that ?—Absolutely no 
doubt, 
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5884. And, therefore, you consider it an alternative 
to be avoided by every possible means that lies in the 
power of the Government ?—Yes, it is an alternative 
which I think under no circumstances ought to be 
accepted. 

5885. {Chairman.) I have only one question to 
ask you in reference to ornaments. Is it, your 
opinion that the general impression as to the amount 
of ornaments is exaggerated ? — I think so ; the 
impression, as I understand it, being that where 
cultivators get money they usually melt down their 
rupees into ornaments, and do not reserve the greater 
portion of it in the shape of coined money. My 
belief is that they reserved the greater portion of it 
in the shape of coined money, and it is the smaller 
portion which was melted down into ornaments. 

5886. But during the famine your impression was 
that there was not a large amount of rupees hoarded 
because they did not come out ?—Oh, no. Rupees did 
come out. Ornaments did not come out very largely 
because the pressure on the classes who had ornaments 
was not so great as in former times. Their position, 
their standard of comfort, their power of resisting 
distress, had increased owing to the high prices that 
had prevailed. 

5887. Did you form any idea as to the probable 
amount of hoarded currency that came out—hoarded 
rupees ?—No, I have never endeavoured to estimate 
that; I think that probably an examination of our 
treasuries, and of the rupees of old mintages that came 
out, might give some indication on that point. 

5888. As I gather, the Government of India were 
rather of opinion that the amount that came out on 
the whole was smaller than they expected ?—Cer¬ 
tainly, some did come out, because it was brought to 
my notice. 

5889. Then, just in explanation of one question 
which Lord Balfour of Burleigh put to you, dealing 
with the laud revenue ; it is outside practical polities 
altogether, is it not, to attempt to alter that ?—Yes. 

5890. It would amount to an act of rapacious 
confiscation, would it not ?—Yes. You have passed 
your word, and if you broke it you would nlicnato 
the good-will of the very ohiss upon whom your 
Government rests. 

5891. {Mr. Holland.) You told us that if tho 
exchange value of the rupee were to fall to its bullion 
value an enormous increase would be necessary in 
taxation, and that that might lead to serious political 
trouble. Without presuming to question the soundness 
of your views with regard to that, I should like to ask, 
would one effect of a fall in exchange be that the 
grower of produce would receive more rupees for his 
produce, the gold price remaining the same ?—Yes. 

5892. Are you aware that some contend that those 
additional rupees that he would receive consequent on 
the fall of exchange might enable him to pay more 
rupees by way of taxation, and at the same time leave 
more rupees for himself?—No doubt it would, but 
we could only get additional rupees out of him very 
slowly, and I should say, for a very long time not to 
the extent of the taxation which would be immediately 
necessary—nothing like it. 

5893. {Mr. Campbell.) You spoke yesterday of 
the failure of a native banker. Have you any 
knowledge of what brought him into difficulties ?—At 
the latter end of yesterday’s sitting I did not perhaps 
make quite clear what I intended to say. You, 
Sir Henry Fowles, as I understood, asked me 
a question as to whether the rupee currency was 
inadequate, and 1 answered No, that all my informa¬ 
tion was in favour of the rupee currency being 
adequate for all purposes of internal transactions. 
Then you pointed to the fact that stringency did exist 
in the money market, and you asked me how I 
explained that. I went on to say that there were two 
sorts of dealings in the interior; one the dealings of 
the small capitalists that I mentioned, and in regard to 
them, I stated that there was substantially no variation 
from the practice which prevailed before the famine. 
Then, in rftgard to the larger transactions, I stated that 


I considered that the stringency of the money market 
was due to the calamities through which the country 
had passed, which had affected the credit of these 
hanking firms; and I gave as an illustration the case 
of one firm which came within my own observation 
aud knowledge, and I stated that that firm had applied 
for assistance to a bank in the Presidency town, and 
that assistance had been refused, either on the ground 
that the security was insufficient, or on the ground 
that money was not available—that loanable capital 
was not available to advance. My point was that if 
assistance was refused on the ground that the security 
was insufficient, then obviously there was no connexion 
with the currency or the monetary policy of the 
Indian Government. If, on the other hand, assistance 
was refused on the ground that loanable capital was 
not available, I maintained that it was also not directly 
connected with the monetary policy of the Govern¬ 
ment of India, but connected with what I understood 
to be the case, namely, that money had been trans¬ 
mitted to England and converted into gold, whereby 
the capacity of the Presidency banks to lend money 
was curtailed. 

5894. Was that a security which a banker would 
have been able to get advances upon in ordinary 
times?--That is a point, I think, on which I should 
prefer not to enter, because, although I have looked into 
the accounts of the firm myself when an appli¬ 
cation was made to me to take the firm under the 
Court of Wards, I cannot say whether the security 
would be adequate to a bank or not. All I want to 
point out is the alternative; first, the assistance was 
refused, and that must have been either on account 
of insufficiency of security or on account of want of 
capital to lend. In either ease there was no con¬ 
nexion, in my opinion, with the monetary policy of 
the Government of India; my object being to show 
that the stringency of the money market was not due 
to the monetary policy of the Government, so far as 
I can judge from that particular case. 

5895. Do you know of any other difficulties of a 
similar nature ?—Other difficulties have occurred. To 
my own knowledge three large firms failed, but one 
brought down the other. That is a point, I may say, 
in regard to which I cannot speak from such personal 
knowledge as I am able to speak from in regard to 
settlements and the existence of a sufficient amount of 
currency amongst the people, or in regard to the 
sentiments of the people concerning taxation. 

5896. You say there is no indication of scarcity of 
money in the interior. Do you refer to the agricul¬ 
tural districts or to the trade centres as well ?— 
Principally to the agricultural districts; I might say 
altogether. The stringency of money in the trade 
centres has not come directly to my knowledge, 
except in regard to those firms. 

5897. Have you any knowledge of the conditions 
of the market in such centres as Delhi and Cawnpore ? 
—No. 

5898. {Mr. Le Marchant.) I understood you to 
say, yesterday, that the Government offered to place 
funds at the disposal of one of the Presidency banks 
to assist a local firm if the security was adequate ? 
—Yes. 

5899. So that, so far as that went, sufficiency of 
currency cannot have entered into it ?—Quite so. 

5900. When you spoke of the price of grain 
having risen, were you referring to all food grains, 
including those used for internal consumption, or 
merely to grains available for export ? — I was 
referring to five sorts of food grain—the principal 
sorts of food grain. I caused to be prepared, before I 
left India, a diagram showing the movement of prices 
of the five principal sorts of food grain at one of our 
great centres—Meerut. If it be permitted, aud it be 
considered of use, I would submit this statement in 
illustration of what I say. The five grains which I 
refer to are wheat, barley, jowari, and bajra (a sort 
of millet), and gram, which is a coarse sort, of grain. 

5901. How were funds provided during the famine ? 
—They were provided by the Accountant-General, 
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but from what source they were obtained beyond 
our treasuries in the North-West Provinces I cannot 
say. Of course a very large amount of money 
was recovered during the famine year. There were 
parts of the provinces which enormously benefited 
from the distress—those parts which are commanded 
by canals and which had excellent crops, and got 
magnificent prices. All those could pay their revenue 
without any difficulty. The money which came from 
those portions of the province was of course available. 
Out of the six crores of rupees I think we recovered 
about four crores. 

5902. In many cases there were remissions of 
revenue, were there not?—Yes, there were suspensions 
in the first place ;' that is to say, the Government did 
not make recoveries, with the object of seeing how 
far the provinces might recover, and whether it would 
be possible to recover any portion of the amount which 
had been temporarily suspended. Then, when the 
famine was over in November, the whole position was 
reviewed, and it was considered that it was fair to 
recover a certain portion of the amount which had 
been suspended while the rest was written off; and as 
I explained yesterday, the. portion which it was 
proposed to write off was written off on condition that 
the landlord to whom we should remit (say) 1,000 
rupees of the revenue, would remit a corresponding 
amount of the rent to his tenant; that would be twice 
the amount that we remitted, because the assessment 
is made theoretically upon half the assets, so that it 
was only fair that, if wc released the landlord from his 
liability to us, he should pass on the remission to his 
tenant. 

5903. Did the famine expenditure result in bringing 
into the province of which you were Lieutenant- 
Governor more currency for the time being than had 
usually been in circulation there ?—I think so. The 
amount paid away in wages, the amount paid away 
in charitable relief, and the amount which came from 
the relief fund collected in England—the latter sum 
being about 50 lakhs of rupees—was all an addition 
to the currency in the province. Without the famine 
it would not have got into general circulation—not 
directly in that way. 

5904. (Mr. Hambro.) I do not quite understand 
what proportion of the land tax is a fixed thing—how 
much falls in every year ?—The assessments were 
made 30 years ago as a rule. 

5905. Made for 30 years ?—Thirty years. Some fall 
in earlier than others because when they were made they 
were not made all at once. When a settlement for 
one district of the North-West Provinces and Oudh 


that one district was settled, say in 1860, and the 
next may be settled in 1863, and the next a year or 
two after that, so that they will fall in on a sort of 
roster. They are re-settled as each one expires, 
according as our officers are available for employment 
in the work. 

5906. In fact it is perpetually going on ?—It is 
perpetually going on, and the object now is to 
establish a gradual roster by which the settlements 
may fall in regularly, principally with the view of 
utilising the same establishment for performing all the 
work, one district after another. 

5907. A very small proportion has fallen in ?—The 
whole of Oudh has fallen in, and now the districts 
of the North-West Provinces are beginning to fall in. 

5908. You said that the enhancements which you 
were enabled to make on the assessments as they fell 
in was in your province about 60 per cent. ?—No. 
Throughout Oudh we expect to get an increase of 25 
or 30 per cent., although in particular districts the 
possible increase we might demand has gone up to 
100 per cent. That is due principally to the exten¬ 
sion of cultivation in that particular district. 

5909. The 25 or 30 per cent, enhancement is where 
there is no extension of cultivation ?—No. There is 
always some extension of cultivation ; but where you 
have only 25 or 30 per cent, increase, it is chiefly 
due to the enhancement of rents which follow the 
rise in prices. 

5910. The rise in prices, all things being the same, 
in London follows the drop in exchange ; 1 mean the 
rupee in India can purchase more ?—No, I do not 
think it has followed the drop in exchange. I think 
the rise in prices is mostly due to construction of rail¬ 
ways and increased population and increased demand. 

5911. I think you said you had fixed it somewhat 
on the idea of an exchange of Is. 4 d. ?—No. What I 
intended to convey was that the present revenue of the 
Government of India will enable it to carry on with a 
1«. 4 d. rupee. 

5912. What I want to get at is, if the rupee was 
going to Is. 2d., would you be able to fix a bigger 
land tax ?—No. 

5913. (Chairman.) In other words, revenue officers 
have nothing to do with the exchange value of the 
rupee ? — Absolutely nothing. Their operations, 
which in the North-West Provinces follow the rents, 
are entirely limited to raising such an income as the 
people can pay, consistently with maintaining their 
standard of comfort, and such that you can collect 
with ease one year with another. 
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had been made for 30 years, the officers went on to 5914. There is no land revenue, I think, levied 
another district, and when they had completed that upon grass land ; it is all upon land under cultivation ? 
settlement it ran for 30 years; so that the settlements — It is, to a certain extent, levied upon grass land in 
fall in, to a certain extent, on a roster, hut not this way. In our revenue assessment there is a source 

regularly. I forget the exact year, but shortly after of income called siwai; that is the native word, which 

the Mutiny, there was a settlement for Oudh. The means miscellaneous income from fisheries, fruit, grass, 

30 years’ term is current from the date of the sanction and so on. I should say that the income from siwai 
of the settlement by Government. A certain number is not, as a rule, one-half per cent, of the income from 
of officers are employed ; they cannot ‘ be in several the whole estate, and in many estates there is no income 
districts at the same time, consequently it follows from siwai. 


The witness withdrew. 


(For Mr. Lindsay's Evidence taken on this day , see supra page 144.) 
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Mr. Stephen Augustus Ralli called and examined. 


5915. {Chairman.) You are a member of the firm 
of Messrs. Ralli Brothers, 25, Finsbury Circus ?— 
Yes. 

5916. I need hardly ask you whether you have had 
considerable experience in the Eastern trade ?—We 
established ourselves in 1851, and we have done since 
a very large business both in imports and exports. I 
should like, before you commence my examination, to 
make a short statement about the interest of our firm 
in this question, and the policy we have followed. 
When the question of the closing of the mints came to 
the front in 1892, our firm had to consider what were 
our interests in this question and the policy we were to 
follow. We came to the conclusion that the interests 
of our firm were bound up with the prosperity of 
India; that if the material prosperity of India con¬ 
tinued as before, our firm was likely to do well ; but 
if the development of the trade of India was checked 
by legislation, then the material prosperity of India 
would decrease, and we should certainly not do as well 
as before. We thought, and that was the opinion of 
the Secretary of State for India in 1886, that the 
decline of silver and of the exchange had been bene¬ 
ficial to India, although it created embarrassment to 
the Indian Treasury and to the Anglo-Indian com¬ 
munities ; that in order that India should be able to pay 
her debt to England, we must have large exports, and 
that the exports should be made as large as possible; 
that only a low exchange can develop and expand the 
cultivation in India, enabling the merchants to 
give to the cultivators as large an amount of rupees 
as possible. By doing so the cultivators get rich— 
comparatively rich ; they are enabled to extend their 
cultivation and to increase the exports. At the same 
time, a3 the cultivators of India form by far the large 
majority of the Indians, when they get on well their 
power of buying imports increases ; so that by a 
low exchange the exports are benefited directly and 
the imports indirectly. As long as the exchange kept 
declining we had very large increases both in exports 
and in imports. The opinion, therefore, of our firm, 
and the policy which we in consequence followed, 
was and is that the low exchange is most beneficial to 
India, and indirectly to the Government of India, as the 
power of the native to pay taxes increases, and when 
the natives are doing well the Government must be 
benefited. This opinion was unanimous in our firm ; 
but lately some members of our firm, taking into con¬ 
sideration only the interest of our firm, disagree with 
our views for the following reasons: Since 1873 we 
have not any rupee capital in India. All our funds 
have been turned into sterling, and we work on this 
basis. The rate of exchange is now Is. Ad .; some 
members of our firm differ from my opinion on the 
ground that, as our turnover is reckoned in sterling, 
if the rate bf exchange instead of being Is. 4</. was for 


argument’s sake 12 d., in order to make the same 
turnover, we would have to increase our business 
of exports by one-fourth. They maintain that 
taking into consideration the very great abilities of 
our competitors, who are most active, most clever, 
most enterprising, this is impossible; and if it was 
certain, that our expenses would be materially in¬ 
creased, because we would have to increase very 
materially our staff. Therefore, they say the policy of 
the Indian Government favours our firm. Besides 
the outcome of the policy of the Indian Govern¬ 
ment, that is the contraction of the currency, must 
result in a tight money market, and some of our 
competitors, who are financed by the banks, and the 
natives, paying high rates of interest. For instance, 
it is well known that for a long time past the banks 
have been loaning rupees to the exporters at 15 
per cent, per annum interest against good security, 
whereas in our business we reckon the value of 
our money only 5 per cent. Therefore, when we are 
In India in a state of crisis with a very tight money 
market, we have a decided advantage over most of our 
•competitors when the banks are lending rupees to the 
export merchants, either to be sent into the interior or 
to be given to the dealers from whom they buy in 
Calcutta, Bombay, or Karachi. When the banks 
get 15 per cent, the natives are obliged to pay at least 
20 per cent, for accommodation. When therefore the 
crops are large, as this year, and the natives have to 
pay such high rates of interest, it is impossible for 
them to hold their produce for any time, and we can 
therefore buy from them at a much better margin than 
when money is easier and the rate of interest 
moderate. Therefore, the evident interest of our firm 
is that the present policy of the Government should be 
continued. My opinion differs entirely from the 
above. I am convinced that next winter, if things 
remain as they are, we are likely to have in India a 
much greater crisis than we had before; that a large 
number of our buyers of import goods will fail, and 
that the dealers from whom we buy produce in 
Calcutta, Bombay, and Karachi will not be able to 
fulfil their contracts. Therefore, the great advantage 
which the banks derive from the present policy of the 
Government, as well as the merchants who have capital 
and credit, is considered by me temporary, and I think 
we are likely to lose in the future more than we are 
making now. 

5917. Your examination will probably be shortened 
by your having given us us so clearly and fairly the 
view both of yourself and some of your partners. I 
will now put a few questions to you specifically, and 
then if, after your own examination by my colleagues, 
there is anything you wish to add, we shall be 
pleased to hear it. The first question I will put 
to you is this: Do you consider that at the date of 
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the closing of the mints in 1893 there was more 
silver currency in India than the trade of that time 
required ?—No. 

5918. Do you think at that time there was an 
accumulation of currency either in the Presidency or 
other banks ?—I maintain that the circulation was 
not redundant, and I will give you my reasons. If 
the circulation was redundant, that would mean that 
over and above the requirements of the circulation 
there would be a surplus of rupees—that is evident. 
Well, at that time you could turn silver into rupees 
by paying a seignorage of 2 per cent.; the freight 
from England to India of silver was I per cent., the 
Insurance §. If you wanted to send back rupees 
to England, you would have to pay -t per cent, freight 
and | per cent. Insurance, total 3j per cent. There¬ 
fore, if there was a surplus of rupees over and above 
the wants of the circulation, the exchange would 
have fallen sufficiently low, not only to stop the 
shipments of silver to India, but to enable the banks 
to sell silver in London, and to ship against that 
silver the surplus of the circulation. This is self- 
evident, and we see it in Egypt, where, during the 
winter, a large amount of sovereigns are shipped, and 
during the dull season part of those shipments return 
to England. 

5919. Before this took place would not all the 
excess have gone out of the banks in India ?—But the 
banks would have done the same. 

5920. I want to get at the actual fact. You say 
you think there was no excess in the banks ?—No, I 
do not say that. I only say that there was no excess 
in the circulation, that it is utterly impossible that 
there should have been an amount of rupees over and 
above the requirements of the circulation. That is 
what I maintain. 

5921. Now what was- the discount rate at that 
time ?—1 do not remember. 

5922. I suppose the effect of the closing of the 
mints in June 1893 would not come into operation 
immediately ?—Perhaps not. 

5923. Do you consider that the closing of the 
mints since June 1893 has reduced the currency 
below the requirement of trade ?—‘As there were no 
more rupees coined after the mints were closed, and 
as there is always the wear and tear of the rupees in 
circulation, and as rupees are sent to countries which 
retain part of them, like Southern China and Upper 
Burma, I think the contraction of the currency must 
have been going on, but that was not felt immediately. 
It was felt subsequently, especially in the last two 
years. 

5924. Do you consider that the deficiency in the 
currency commenced in the year 1896?—All the 
time, of course, there w'ere fewer and fewer rupees, 
but latterly we have had proof of the scarcity of 
rupees. 

5925. Will you now give us those proofs? We 
have had evidence to the effect that there has 
been no scarcity of rupees in the internal trade of 
India ?—I will give you proof that that is not the 
fact. The proof that rupees are scarce now in India 
is as follows. First, if the rupees were abundant, it 
would be impossible for the banks to get 15 per cent, 
per annum from the export merchant for the loan of 
rupees; they would have been obliged to lend their 
rupees at a much lower rate of interest. In the 
interior and in the bazaars in Calcutta, Bombay and 
Karachi the natives would not have been obliged to pay, 
to be accommodated with rupees, 20 per cent, interest 
and over. 

5926. Have you any knowledge as to whether the 
rate of interest differed in the bazaars from what it 
was in the banks ?—The rate of interest in the bazaars 
was over 20 per cent. 

5927. We have had evidence about a gentleman 
who, when he w as asked 13 per cent, at the bank, was 
offered money at 8 per cent, in the bazaar ?—The Bank 
of Bombay declined to advance against Government 
securities at 18 per cent. I have not asked our firms 
in India to give me proofs of the scarcity of rupees, 


because we were too busy this year to attend to 
anything except our business; but from my friends 
here I have had two proofs of this scarcity. A firm 
in Moulmein, which is a large export port for rice, 
could not find a sufficient quantity of rupees (and the 
quantity required was only 21,000 rupees) to pay for 
the export duty on a cargo of rice. 

5728. What was the rate of exchange then?— 
About the present rate of exchange. That was two 
months ago. 

5929. Why did not they go to the Treasury and 
present gold for that amount ?—They had to bring 
rupees from Calcutta, and part of those rupees which 
came from Calcutta were loaned to the export merchants 
at 20 per cent, per annum. I gave this information 
to a friend of mine, who spoke about it to one of Her 
Majesty’s Ministers, who asked from me proofs of 
this, and I gave him the proof. In Mauritius, where 
the currency is a rupee currency, and where the 
Government is bound to give against rupee notes 
silver rupees, the scarcity was such that the Govern¬ 
ment of Mauritius was obliged to issue a decree, 
stopping the convertibility of rupees notes into silver 
rupees, and practically Mauritius was put on a paper 
basis. 

5930. Is it not the fact that “ The sugar crop of 
“ 1897-98 compared with that of 1896-97 showed a 
“ deficiency of 5 millions of rupees, while the cost of 
“ the provisioning of the country with rice and food 
“ stuffs is estimated at 4 million rupees, owing to the 
“ unprecedently high prices prevailing in the Indian 
“ market, the result of plague and famine.” That 
is an extract from the speech of the Governor in 
Council ?—Still, there is the fact that the Government 
of Mauritius was obliged to stop the convertibility of 
the rupee notes into silver rupees. 

5931. I think we bad better confine ourselves to 
India, as, of course, there is a material factor in the 
Mauritius case which does not exist in the case of 
India. Now, does your opinion apply equally to the 
slaek season and the busy season ?—Certainly not. 
Of course, in the busy season we require a great many 
more rupees than in the slack season. 

5932. Do you consider that there was a stringency 
in the slack season last year ?—I cannot answer that 
question. Of course, there was less stringency than 
there was before, but in the dull season we require a 
much smaller quantity of rupees. I may tell you, 
however, that in Ihe busy seasons we ship from 
Calcutta, Bombay, and Karachi to the interior 
markets, where we have agents, a large amount of 
rupees, because in most of those markets in order 
to buy produce we must give rupees. 

5933. You said in your statement you considered 
that the decline in the value of silver was beneficial 
to India ?—Very much. 

5934. And that large exports were necessary ?— 
Yes. 

5935. And that large exports were caused by a low 
exchange ?—Yes. 

5936. How are exports affected by a stable ex¬ 
change, varying to the extent of what we have 
called in this inquiry the bullion points ?—If the 
stable exchange was a low one then it would have the 
same effect. 

5937. Let us take what it was on an average 
10 years before this ?—It is utterly impossible to have 
a stable and permanent rate of exchange in India. 
This was alluded to by the Chamber of Commerce of 
Bombay, and I wrote at the time to our firms that the 
man who could establish a stable and permanent rate 
of exchange in India without interfering with the 
development of the foreign and local trade would be a 
genius, and that a statue ought to be erected to him 
in every town and village of India. 

5938. You said that by a low rate of exchange the 
Cultivators would receive a large amount of rupees ? 
—Yes. 

5939. Would the wage-earning class receive higher 
wages ?—I find that in India the wages rise very 
slowly. In fact, Sir Alexander Wilson, who was 
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some years ago at the head of the Shellac Factories 
at Mirzapore of Messrs. Jardine, Skinner, & Co., of 
Calcutta, told me that the -wages in their factories 
had not risen at all for 30 years. Latterly, however, 
with, the exchange at 1*. Ad., the wages at the sea¬ 
ports at Calcutta, Bombay, and Karachi, owing to the 
plague, had risen immensely,,because the natives have 
learnt now to strike, and to ask for much higher 
wages. 

5940. There you are dealing with the seaports 
only ?—Yes. 

5941. Just let us confine our attention for the 
moment to the cultivators, the vast agricultural popu¬ 
lation of India. Their wages, L understand you to 
say, have not increased for the last 30 years ?—That 
is the opinion of my informant as regard Mirzapore, 
but I do not agree with that opinion. 

5942. You think they have risen ?—That is so to a 
certain extent. 

5943. Then the advantage of the fall of exchange 
is first au advantage to the merchant?—No, it is no 
advantage to the merchant whatever. 

5944. Will you take a concrete case ? 'Fake the 
case of wheat, because you are great buyers of wheat. 
Wheat, I understand, is always sold in London at 
gold prices ?—Always, of course ; but that applies to 
everything. 

5945. Given a certain quantity of wheat sold in 
London at a certain gold price, producing at a 
certain rate of exchange a certain number of rupees, 

I want to trace the advantage of the low rate as 
compared with the high rate to the various people— 
the merchant, the cultivator, and the wage-earner ?— 
Suppose, for instance, that we enter into a wheat 
transaction, and that we sell in London a certain 
quantity of wheat; the very same evening we tele¬ 
graph this sale to one of our firms and immediately we 
can, in Calcutta, or Bombay, or Karachi, buy the wheat, 
secure the exchange and the freight, and if we can make 
a small profit, we immediately close the transaction. 
Therefore, whatever may be the price of wheat or the 
rate of exchange the profit is the same. 

5946. It is a gold profit on a gold price ?—Yes. 
That is as regards the merchant, hut it is impossible 
for the merchant with the great competition which 
there is between us to make more; than a small profit. 
If we want to make a little larger profit, my friend 
opposite will take the business from us. 

5947. But you having sold, wc will say in London 
—take any rate of exchange you like—Is. 4 d. or 
1 2d. —tell me, will the number of rupees which will 
he received in India be increased or decreased by a 
fall in the rate of exchange ?—Increased, certainly. 

5948. Now, to whom does that extra number of 
rupees go ?—It goes to the seller of wheat either in 
Calcutta or the interior, and the seller of wheat in * 
Calcutta or in the interior can give to the cultivator 
of wheat, and does give to the cultivator of wheat, 
when the exchange is low, a larger number of rupees, 
because the same competition which exists between 
us merchants exists between the dealers in Calcutta 
and the interior. It is impossible for them to make 
a large profit. 

5949. I am not speaking about the largeness or the 
smallness of the profit. I want to see which is the class 
that is advantaged by the low rate of exchange. You 
have practically disposed of yourselves as the great 
merchants; you say it does not matter to you, you buy 
or sell, as the case may be, at a gold price, and it does 
not matter to you what is the rate of exchange. When 
it comes to be turned into rupees, there is, as there would 
he in every depreciated currency, a larger number of 
rupees given when the currency is depreciated. Now, 

I want to see into whose pocket that increase goes ? 
—To the owners of the land and the cultivators. 

5950. To the cultivator. You have already said it 
does not go to the wage-earner ?—Some part must go 
to the wage-earner. 

5951. If you say “ ought ” instead of “must,” I 
agree; the question is, does it go ?—Some part of it 
is likely to go, but the bulk goes to the cultivator, 


enabling him to increase his cultivation and to b'uy 
import goods. 

5952. Now, suppose we go a step further, and 
suppose the exchange is still further lowered ; that is 
to say, suppose the bullion value of silver goes down, 
and instead of exchange being 12 d. it is 6rf., would 
that be a still further boon to the export trade?— 
That is a reductio ad absurdum. 

5953. I know it is. I want to know whore the 
limitation is between the reductio ad ubmrdum and 
what is practicable ?—The reason why I think that 
that is utterly impossible is because it is impossible 
that silver should go to such a low price as to make 
a 6 d. exchange possible. 

5954. You think it is impossible that silver should 
go much below its present price; it has reached its 
bottom ?—Well, I cannot say that. When I was in 
Australia in 1893 I made very careful enquiries of 
some friends of mine who were interested in the 
largest mine of Broken Hill. They were directors of 
that mine. The opinion of my friends was that the 
hare cost to extract silver varies between Is. id. and 
Is. 6d. per ounce, nearer Is. 6d. than Is. id. ; that is, 
without taking into account any dividend at all to be 
given to the debenture holders, preference holders, or 
shareholders. Therefore, as they could not work the 
mine for nothing, it is evident that you could not sell 
the silver of that mine, which is the cheapest, except 
you had something between 20 d. and 22 d. 

5955. You say that silver which is now selling at 
2s. 3d. could be produced at Is. id. ?—No, I did not 
say that. 

5956. You said that it could be produced at that, 
irrespective of profit? — But you must pay your 
shareholders. 

5957. Now, you consider that the rise in the value 
of the exchange is owing to the deficiency of the 
currency ?—Certainly. 

5958. Do you consider that it is in any degree 
owing to the sale of fewer Council bills or to Govern¬ 
ment borrowings in sterling?—If, as was done in 
1893, you cease drawing from London, you will 
help the exchange upwards, of course. 

5959. Do you think that will at all affect the 
question of the redundancy of the currency ?—If you 
cease borrowing, but you cannot cease. 

5960. Do you consider that it is in any degree owing 
to the sale of fewer Council bills or to Government 
borrowing ?—I say, that if instead of paying the debt, 
which you are obliged to pay, you borrow in England 
and increase your liability—increase the weight of those 
obligations on India—of course, you do not decrease 
the rupees to that amount -which you borrow. 

5961. Do you think at the present time there is any 
want of confidence in the future value of the rupee ? 
—Certainly. 

5962. Do you consider that an advantage or a 

disadvantage ?—I consider that the policy of the 
Indian Government has inspired in London a want of 
confidence, certainly, and the proof of it is that the 
Indian loan of 24 per cent, issued in 1896 was sold 
at 103. A similar loan to be issued to-morrow will 
be at about 88J. That shows conclusively that the 
credit of the Indian Government has very much 
deteriorated. On the 15th June 1896, Consols were 
at 113, Metropolitan 24 per cents, at 1061, London 
add North Western 3 per cent. Debentures 124. On 
the 15th April 1898, Consols were 110; India 24 per 
cents. 914, Metropolitan 24 per cents. 99- 

5963. You say that Metropolitan 2} per cents, in 
1896 were at 1064, and in 1898 they were at 99. Is 
that any proof of want of confidence in Metropolitan 
stock ?—No, but I wanted to show you that the 
difference in value between those various stocks is 
15 points against the 24 per cent, rupee loan ; whereas 
with the others the difference is only 7 points. I do 
not want to bring forward as a proof the price of 
Consols, because we know that the Consol market is 
a forced market, not a natural market. 

5964. But what you are wanting to prove is that 
the fall in the 24 per cent. Indian stock, or the 
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difference between the price of the present loan and 
the loan of 1896, is a proof of want of confidence in 
the Indian Government ?—Yes, most manifest proof. 

5965. What was the fall in Indian 3| per cents, 
on the London Stock Exchange ?—I have not that 
here. 

5966. But that is the credit of the Indian Govern¬ 
ment ?—The credit of the Indian Government is the 
2\ per cents,, and you will see that on the 15th June 
1896, the Indian 21 per cents, were at 103 and it is 
to-day 88^, whereas the Metropolitan 2\ per cents, 
which were then at 1061 are at 99 ; London and 
North Western 3 per cent. Debentures, which were 
124, are at 118. That shows you that the Indian 21 
per cent, is lower than any other security. 

5967. You consider that this is an indication of 
want of confidence in the policy of the Indian 
Gevernment ?—Yes. 

5968. Do you think there has been any tendency 
in India to remit capital home ?—Yes. 

5969. What was the reason of that ?—When the 
exchange came to Is. 4 d., it was thought that Is. 4 d. 
was near the maximum and the free capital there 
was remitted, 

5970. Would that diminish what is called the 
available loan capital ?—To that extent it does. 

5971. Are you in favour of the re-opening of the 
mints?—Yes, and I am certain that the mints will 
eventually be re-opened. 

5972. Will you tell us the reasons why you are 
in favour of re-opening the mints ?—I do not wish 
the mints to be re-opened now, and I am entirely of 
the opinion which the Indian Government, in their 
minute express upon that matter, that to re-open the 
mints would produce great perturbation in the trade 
of India. I am in favour of re-opening the mints, 
but by gradual process. 

5973. Is this the passage of the despatch of the 
Indian Government to which you refer: “ The result 

“.would be an intense dis- 

“ turbance of Indian trade and industry by the sudden 
“ rise in the rate of exchange, which, if the ratio 
“ adopted were 151 t0 one > would be a rise from about 
“ 16d. to about 23c/. the rupee. Such a rise is 
“ enough to kill our export trade for the time being.” 
Is that the passage to which you refer?—No. That 
confirms my opinion that the high exchange would 
kill the exports ; but what I mean is, if you were to 
re-open the mints suddenly, the exchange is likely to 
go to about 12 \d., say, because silver will rise, and to 
go down immediately from Is. 4 d. to \2\d. would 
greatly disturb the trade of India. 

5974. Would it not go to 11c/. in consequence of 
the recent changes in Japan ?—I do not think so, 
because silver will rise immediately, especially with 
the opening of China. 

5975. But has not Japan now fixed the ratio at 
11 c/. ? Could you have a rupee with open mints 
higher than the Japan rate ?—The Japan rate is 29|. 

5976. It is equivalent to lie/, the rupee?—You 
know that the gold standard in Japan is fast breaking 
down. 

5977. But so long as the present gold standard 
lasted could we maintain an exchange above 11c/. ?— 
Certainly. 

5978. We could with open mints ?—With the 
opening of the mints to silver the Japanese would sell 
their silver yens for silver. 

5979. Now you said that you were in favour of the 
opening of the mints, but by gradual process. Will 
you explain what you mean by a gradual process ?— 
What I mean by a gradual process is this—The scheme 
which I favour now is not my scheme ; it is a scheme 
of some friends of mine, about which they have spoken 
co me for the last two or three years. It is that the 
rate at which rupees should be given for gold by the 
Indian Government should be decreased from Is. 4 d. 
to Is. 2c/. This will facilitate exports, and if we have 
large crops a certain amount of gold is likely to be 
exported to India during the busy season. Then, as 
you are aware, when the exchange is high in India, 


the silver price of gold declines, and there is a great 
inducement for the natives to turn their rupees into 
gold. It is for that reason that last year you have 
seen such a large exportation of gold to India. When 
the exchange is low the gold price in rupees gets 
high, and there is an inducement to the native to sell. 

5980. You would propose the continuance of the 
present system, but simply altering the ratio from 
Is. 4e/. to Is. 2 d. ?—Yes, for this reason. I think 
that during the busy season it is very likely that a 
certain amount of gold will he sent to India to be 
exchanged for rupees. 

5981. In the Is. 2 d. we should still have an arti¬ 
ficial value of the rupee ?—Certainly; but the Is. 2d. 
would be only temporary. 

5982. When would the temporary effect cease ?— 
We should try the Is. 2d. as we have tried the Is. 4 d. 
is. 4 d. has not brought gold. Let us try whether 
Is. 2d. will bring gold. 

5983. Then the aim would he to bring in gold ?— 
To bring in gold to India. Then at the time of the 
slack season the gold price of the rupees would rise, 
and the Government would he able to sell the gold at 
a profit and take back the rupees. Then part of the 
gold sent is likely to be exported. 

5984. Are you in favour of establishing an effective 
gold standard for India ?—If it was practicable. 

5985. I want your opinion. Are you in favour of 
a gold standard for India irrespective of the rate of 
exchange?—I cannot disconnect the exchange from 
the gold standard. I think if you have a gold 
standard in India, and you have a sufficiently low 
rate of exchange of gold into rupees', and rupees into 
gold, in order to develop and extend the trade of 
India, certainly I am not against a gold standard. 

5986. Would you have a gold currency ?—Oh, no; 
the gold currency is not suitable for India, as we have 
seen from the letter that your secretary has received 
from the Chamber of Commerce of Calcutta. 

5987. Personally, your opinion is that an effective 
gold standard could be established without a gold 
currency ?—No, I think that any gold standard will 
break down. 

5988. Then you do not think a gold standard is 
possible ?—Any gold standard will break down, and 
the reserve of gold, either in India or here, will 
disappear. 

5989. Do you think that a rise of exchange has any 
effect upon the cost of production ?—The cost of 
production in India, certainly. Take the case, for 
instance, of those who have tea gardens, those who 
are manufacturing jute goods; if you have the 
exchange at Is. 4c?. instead of Is. 2d. or 12 d., as a 
matter of course the cost of their production will be 
higher. 

5990. Do you consider that the closing of the mints 
places the Indian and Ceylon produce at a great dis¬ 
advantage in competition with similar produce from 
China and Japan ?—Undoubtedly, but not immediately. 

5991. Do you think at present the tea trade is 
suffering from the high rate of exchange?—Those 
who are in the tea trade, who have gardens both in 
India and Ceylon, tell me so, certainly. 

5992. I am asking your opinion ?—I have not been 
into tea gardens ; I wish I had been, because they 
have paid very well in late years, but now they do not 
pay so well. 

5993. I do not know whether you have seen a 
prospectus that has come out this morning. There is 
a very large set of tea gardens for sale, and it is stated 
that the output of the estates for the season of 
1896-97 was 1,985,680 lbs.; in 1897-98 the output 
was 2,045,502 lbs.; and the estimate of crops for 
1898-99 is 2,210,000 lbs. It is also stated, as to the 
principal estate which was formed in June 1896, 
which was after the closing of the mints and after the 
high rate of exchange, the first year’s operations were 
sufficient to allow of a dividend of 12 per cent, on the 
ordinary shares, and the latest reports show a large 
increase of profits. Now if that prospectus is correct, 
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about which I know nothing, it would imply that, 
there is a very good prospect ?—There was. 

5994. But thi3 is money asked to-day in London 
for the property ?—There was, but now there is not 
much profit. I wanted to tell you what is the reason of 
the great development of the tea trade during late years. 
They have been favoured by a low exchange, but that 
is not the principal reason. It is because tea is manu¬ 
factured in India and Ceylon by scientific process. 
The Chinaman, who produces his tea as it was pro¬ 
duced 4,000 years ago, has no chance whatever to 
compete with India and Ceylon. But immediately 
you have the central provinces of China under English 
control with English administrators, and there is 
safety for money and property, and the exactions of 
the mandarins cease, if China is on the 10 d. basis, 
the tea industry in India will certainly be killed, and 
it is for that very reason that a great many of the tea 
planters of India instead of cultivating their gardens 
on their own account are turning them into companies. 

5995. And they are putting their shares on the 
London market to-day with the rupee at Is. id., 
promising good dividends ?—I do not know what they 
promise. 

5996. Now with reference to the remittances to 
India for the gold debt in England, have you formed 
any opinion about the effect of a low exchange on 
that ?—Certainly. 

5997. You know the figures as to the increase of 
cost. I may just remind you that the cost of exchange 
has risen; its highest point was reached in 1895 
when it was Ex. 15,000,000; in 1895-96 it fell 
to Rx. 14,000,000; and in 1896-97 it fell to 
Ex. 12,000,000. Now, a low rate of exchange means 
a large increase in the amount of exports for the 
purpose of paying that sum in gold?—Yes. 

5998. Is there any real loss to the people of India ? 
—It is a great benefit to the people of India. 

5999. They are exporting so much more?— 
That is confirmed entirely by the minute of the Indian 
Government of 1886. 

6000. I want your opinion and not that of the 
Indian Government ?—My opinion is exactly like the 
opinion of the Indian Government. They said: ‘Whilst 
“ impressing upon the Secretary of State the very serious 
“ inconveniences suffered by the financial department 
“ of the Government and by the Anglo-Indian official 
“ community owing to the fall in the gold price of 
“ the rupee, the Government of India freely admitted 
“ that, so far from this fall having proved injurious to 
“ the people of India, the Indian cultivator appeared 
“ to have actually gained.” I do not know who wrote 
that despatch, but it gives sound principles of currency, 
and I am very sorry that the Indian Government has 
departed from them. 

6001. Do you think it is possible to have any 

increased taxation in India ? I see you have sug¬ 
gested in your paper an import duty'. I want you to 
explain your views upon that head ?—When I gave 
my evidence in 1892 I said this: The Finance 
Minister of a progressive country like India, the 
material prosperity of which has year by year in¬ 
creased, ought not to find difficulties in increasing the 
taxation, either increasing the existing taxation, or 
finding some new taxation; but if that was not pos¬ 
sible, then I said that if a low exchange, according to 
what the Indian Government has said, increases the 
prosperity of a country, the country will be enabled 
to do what other countries have done; that is, to put 
duties on imports and duties on certain articles of 
export (I did not say that in 1892) like jute and 
shellac, which are produced only in India. What I 
want to point out to you is this : The Indian Govern¬ 
ment, in 1893, instead of closing the mints-- 

6002. What we have to deal with is what the 
Government has done, not what might have been 
done. You think it is possible to increase the 
taxation of India—either to increase the existing 
taxation, or to put an import duty on goods imported 
into India ?—Yes. 


6003. Would you still hold that opinion if Indian 
authorities of the greatest experience were to tell you 
that they considered that any such step would pro¬ 
duce a great political disturbance, which might 
endanger British rule in India ?—I do not believe in 
political disturbance owing to that. I believe there 
will be political disturbance if the present system of 
the Indian Government continues. 

6004. I want you to answer me on this very point, 
because this is a practical question. What taxes would 
you propose to increase in India ?—I cannot give you 
any opinion about taxes in India, because I am not 
competent to do so; but what I say is, that if th9 
present taxes cannot be increased, or new taxes levied, 
I would raise the import duties, with corresponding 
excise duties. 

6005. Who pays import duties?—The Indian 
people. They can afford to pay it if they are pros¬ 
perous. They will not afford to pay the present taxes 
if they are not prosperous. 

6006. Your opinion is that the mints would have 
eventually to be re-opened and the import duties 
materially increased, with equivalent excise duties on 
cotton goods manufactured in India ?—Yes. When 
I say materially increased, I mean increased to the 
requirements of the Government. 

6007. The requirements of the Government would 
he about 12 crores of rupees, in round figures ?—My 
friend Mr. Brown, of Messrs. Kiiburn, Brown & Co., 
has published a pamphlet lately, and he has proved 
that you can meet the ease by increased import 
duties. 

6008. Do you know what the import duties pro¬ 
duce at present ?—No, I have not gone into the 
figures. 

6009. Are you aware that they might have to be 
not only doubled but trebled ?—Well, the import 
duties are 5 per cent.; why should yon not make 
them 15 per cent. ? The Australian Government 
have put on import duties of 30 or 35 per cent., 
because they are autonomous and able to do what 
they like. 

6010. You would propose an export duty cn articles 
produced in India?—Yes, if it is wanted. 

6011. What do you think the effect on the jute 
trade would be if you levied an export duty on the 
raw material ?—If you put an import duty of 10 per 
cent., and an excise duty of the same amount, there 
will be no effect. 

6012. (Lord Balfour of Burleigh.) I understand 
that you have expressed the opinion that if the mints 
were to be opened at the present time, the exchange 
would go to 12 \d. ?—I think so. 

6013. What are the considerations which lead you 
to prophesy 12 \d. under those circumstances ?—I 
have asked the opinion of very competent men, and 
that is their opinion—that silver will rise to about 
1 2id. 

6014. Could you give me the names of the com¬ 
petent men on whose authority you say that ?—For 
instance, I havo discussed the matter with my friend 
Mr. Brown, of Kiiburn, Brown & Co., and Mr. 
Williamson, the partner of Sir John Muir. Both 
those gentlemen confirm the opinion that if the mints 
were opened after being shut for so many years, there 
would be such a demand for silver that we should 
have exchange at about \2\d. 

6015. Can you refer to anybody else besides those 
gentlemen ?—For the last five years we have been 
speaking almost every week about this point. 

6016. But can you give me the names of anybody ? 
—I cannot give you the names. 

6017. Now, do you know what the considerations 
are which guide their minds in fixing \2\d. ? What 
are the reasons which these other gentlemen with 
whom you have been conferring have for fixing 12 \d. ? 
—Before the mints were closed, if I remember rightly, 
the price was either 32 or 36 ; and we take into con¬ 
sideration also the greater demand which is likely to 
be made by the opening of China. 
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6018. You are all unanimous that it is to be 12 ^d. ? 
—Oh no : it is impossible to say whether it will be 
13c?., or 12 d., or 1 2\d. 

6019. Then there is a doubt about it ?—There is a 
doubt about it, of course. 

6020. You may say a very great doubt about it ?— 
I should not say a very great doubt, but certainly a 
doubt. There is always a doubt on a thing which has 
not taken place. 

6021. But you think it is sufficiently certain in 
your mind to make it a safe thing for the Government 
of India to rely, that it would be sure not to go below 
12 ±,d. ?—Tf the mints were opened, do you mean ? 

6022. Yes ?—I do not say that it might not go to 
12 c?. or 13r7. 

6023. Or 11c?. ?—I could not say. 

6024. Or 10c?. ?—The opinion in the City is that it 
will go to about 12^<7. ; that is all I can say. 

6025. I do not understand you to advise the imme¬ 
diate re-opening of the mints?—1STo, what I advise 
would be Is. 2d. I am a prudent man of business, 
and I do not want the Indian Government to do 
anything which is rash. 

6026. I want to know why you select Is. 2d. as the 
figure instead of Is. id. ?—Because we see that at 
Is. id. the export is cheeked; the expansion of 
cultivation is checked. 

6027. What article has been checked by the rate of 
Is. id. ?—Two months back our firm wrote to us about 
linseed. At the present price of linseed we cannot 
buy freely, because it does not pay the merchant to 
sell it—that is, for the time being. I am a fair man 
and T want to take both sides. 

6028. I want you to convince me if you can, and I 
should like to know from you the reasons on which 
you and your friends fix Is. 2d. ?—The reason is 
plain. We have seen that Is. id. has brought about 
a crisis in India. 

6029. Has it ?—Certainly ; we have been in a state 
of crisis now for months past. 

6030. That, of course, is a matter of opinion ?— 
There cannot be two opinions about it. 

6031. 1 am not going to argue the question. You 
gave me as one of the articles the trade in which had 
been injuriously affected by the 1*. id. rate—linseed ? 
—Oh, no; I did not say that. 

6032. I asked you to refer me to an article, the 
export of which has been injuriously affected by the 
Is. id. rate?—Last year exports have been very much 
lower than the year previously. 

6033. Will you refer rr.e to one article?—You can 
refer to all of them. You have only to take the 
exports of last year. It is infinitely reduced—from 114 
crores in 1895-6 to 97 crores last year. But I must tell 
you against that (because, as I said, I am a fair man), 
one of the reasons why the exports last year were 
reduced, was because the crops of wheat and seeds, 
in consequence of the drought, were small. 

6034. Surely you can name me some article the 
export of which has been injuriously affeeted by the 
1 , 9 . id. rate ?—Take wheat. In 1891 we had 221,000 
tons exported; in 1892, 176,000 tons; in 1893, 
53,000 tons; in 1894, 12,000 tons; in 1895,50,000 
tons; in 1896, 3,500 tons; in 1897,nil. That is from 
Calcutta. 

6035. The price of wheat was going down in 
Europe all that time ?—I will tell you all about 
that. 

6036. But it was, was it. not ?—Yes, it was so. 

6037. Then I want to know how you fix upon the 
l,v. id. rate as the cause of the falling-off of exports, 
and not the depreciation of prices in Europe ?—For 
this very simple reason. The higher the exchange the 
higher is the cost of export goods, and the less our 
power of competing with other exporting countries. 

6038. But if the gold price in the country to which 
you are sending it is less, is that or is it not (I am 
asking your opinion) a factor which would in all 
probability lessen the export ?—Yes, but I repeat my 
answer, which is, the higher the exchange the greater 
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is the cost of every article, and the lesser our ability to 
compete with other exporting countries. 

6039. But if the price of wheat had remained the 

same in the countries to which you were sending it, it 
is obvious that that consideration which you put before 
us would have had a less effect ?—Certainly. In 1891 
we had the high rate of exchange- 

6040. What was the rate in 1891?—I do not 
remember, but it was a high rate. I had a great deal 
of talk with my late friend, .Mr. Bertram Currie, because 
he was on the Council of India, and he was at the 
Bank of England every Wednesday, and we exchanged 
opinions. He pointed this out to me : “ I see that, in 
“ 1891, yon had a large export of wheat and linseed, 

“ although the exchange was high.” I said, “ Yes, be- 
“ cause we had in Europe short crops, and the price of 
“ wheat went up” (as it lias gone this year, and we 
have a larger export than ever from India). It is for 
that reason when you have a really high price in 
Europe, whatever the rate of exchange, the goods will 
be exported in large quantities if the crops are large in 
India. 

6041. Now give me another article which has been 
injuriously affected?—I will take linseed. On a series 
of years we had exports of 276,000 tons from 
Calcutta; the average was 250,000 tons. Then in 
1896 it, was 154,000 tons, and last year 141,000 tons. 
That is from Calcutta. From Rombuy it is worse. 

6042. {Chairman.) Do you take it that as a whole 
the export trade of India has been seriously injured by 
the rise in the rate of exchange ? I am not asking you 
with reference to famines or plagues, but you gave us 
your opinion that the export trade of India had been 
seriously injured by a high rate of exchange ?—I say 
yes, because if we had had the open mints the cultiva¬ 
tion would have been very much increased, and we 
would have had very much larger exports than we had 
during those years. 

6043. That is not exactly an answer to my question. 
You say it might have been ?—It would have been. 

6044. But taking what it was as compared with the 
low rate of exchange in the past and the high rale of 
exchange in the past, because you must remember 
that the figures you quoted just now were for years 
when there was a high rate of exchange, which you 
say is not beneficial to India; the rate was upwards of 
I#. 6 c?. Now taking that Is. 6 d. period and com¬ 
paring it with the 12 ^d. period, and then coming back 
to the Is. id. period, do you say that in your opinion 
the export trade of India has been seriously injured by 
the high rate of exchange—that is by the Is. 4o?. rate 
of exchange ?—You mu 3 t remember than in 1894-5 
we had a low rate of exchange; then in 1896-7 we 
had the Is. id. rate. But what I maintain, and 
nothing will shake my conviction upon that, is that 
the high rate of exchange checks the development of 
trade in India and the cultivation in India. 

6045 (Lord Balfour of Burleigh.) I understand 
you to suggest that we should go to Is. 2d. now ?— 
Yes. 

6046. Why do you lix on Is. 2d. ?—To try Is. 2c?. 

6047. Do you think that a series of moro or less 
rule-of-thumb arbitrary experiments would be a wise 
course for the Government of India to take ?—What 
I say is this—I think that if you opened the mints 
immediately, we shall have a great commotion in India, 
and several interests may be affected, and as I do not 
want the India Government to make any more gold 
loans on this side to increase the debt of India to 
England by experiments which I am sure will fail, 
what I say is, let us make an experiment which will 
not cost any money to the Indian Government. 

6048. If it is avowedly announced that this is 
another experiment, do you not think that the mere 
fact of that statement being made will tend to prolong 
and increase the feeling of uncertainty which almost 
every witness tells us is the worst thing that could 
happen to India?—Yes, hut I think the Is. 2d. will 
help the export trade and the import trade. You 
speak about the feeling of uncertainty, and you say 
on all sides that if you have a fixed exchange there 
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will be a great flow of capital from England into 
India. That, I think, is quite an erroneous idea. 
There will be a great flow of capital from England to 
India if there are in India good investments. If there 
are good investments, the capital will go there even 
with a fluctuating rate of exchange, but if there are not 
good investments in India or if the investments in 
China yield more money, thon, whatever is the rate of 
exchange, that will not make any difference. 

6049. You will not be surprised to hear that I very 
humbly and respectfully agree with that last answer 
that you have given, but I should like to ask you 
this—whether the mere fact of the uncertainty of 
exchange is not, in your opinion, a great hindrance to 
capital going to India, irrespective of all other con¬ 
siderations ?—I am very glad that you put to me 
that question, because I am able to answer it by what 
we have done ourselves. We have several hundred 
thousands of pounds in India in permanent invest¬ 
ments. When we make them we never take into 
consideration the fluctuations of exchange or the rate 
of exchange—never. 

6050. If they are really permanent investments, 
that might be so, but there are other investments 
which may not be so permanent. Do not you think 
that when a man has a sum of money to invest he 
looks at two things—first, the return that he will get 
for his investment; and, secondly, the certainty, or 
the reverse, of his being able to get out without loss 
of his capital ?—But what kind of temporary invest¬ 
ment can you suggest in India ? 

6051. Excuse me, I am not in the witness box and 
you are. If you say that you do not care to express 
an opinion, I will not press you ?—I say the invest¬ 
ments in India are these:—You invest money, for 
instance, in jute presses and jute mills, in cotton presses 
and cotton mills, in tea gardens, and so on. All that 
is permanent investment. I do not know any invest¬ 
ment that you can make in India which will be 
temporary. The only investment that I can see of a 
temporary nature in India is, for instance, when the 
value of money is dearer in India than here, to loan it 
in India, and then to bring it back. That is the only 
temporary investment. 

6052. I want to know whether now, having given 
that explanation, you are prepared to agree or disagree 
with the suggestion which was conveyed in the question 
I have put to you. I ask you whether the mere fact 
of the uncertainty of exchange is not, in your opinion, 
a great hindrance to capital going to India irrespective 
of all other considerations ?—'No. The proof that 
the fixed exchange has not for its consequence a flow 
of capital is this: For instance, you have fixed exchange 
between England and Ireland; still English capital 
does not flow to Ireland, because it does not find any 
remunerative employment there, whereas, even with 
the fluctuations of exchange, the amount of money 
which has gone to India for permanent investment 
has been very large. That shows to you that a fixed 
exchange does not make money flow from one country 
to the other. But what does make money flow from 
one country to the other is when there are profitable 
investments for a great many years, and those invest¬ 
ments which we have made in India when the exchange 
was at 2s. have given us much greater profits than 
when the exchange was much lower. 

6053. In the earlier part of your examination by 
the Chairman, he asked you a question as to your 
opinion whether or not there was a scarcity of currency 
in India, and you answered that, in your opinion, there 
was t —Yes, and I have given proofs of it. 

6054. You said you had not asked your corre¬ 
spondents out there for any proof, because you had 
been too busy ; but, at the same time, you went on to 
give two proofs which satisfied you that there was a 
scarcity ?—Yes, and I have other proofs. 

6055. I heard the first proof you jgave, but I did 
not hear the second ?—The second proof is that, at 
Mauritius there was such a scarcity of rupees that 
the Government of Mauritius was obliged to decree 
the inconvertibility of rupee notes into silver rupees. 


6056. Have you satisfied yourself that there was 
nothing in the local circumstances of Mauritius which 
would account for that apart from any question 
connected with India ?—Messrs. Blyth, Greene, 
Jourdain & Co., who are one of our leading firms, 
have written me this letter :—“ We have the pleasure 
“ to reply lo the inquiry contained in your favour 
“ of yesterday, and to inform you that about two 
“ months ago, there was such a scarcity of rupees in 
“ Mauritius that the Government of that colony 
“ found it necessary to decree the inconvertibility of 
“ their note issue in order to arrest the drain of specie 
“ to India. During the past few months money has 
“ been exceedingly dear in Mauritius—the ordinary 
“ rate of interest having reached the unprecedentedly 
“ high rate of 15 per cent., and we have no doubt 
“ that this state of things may be attributed, in a 
“ great measure, to the dearness of money in India. 
“ The relations between the two countries are verv 
“ intimate, for they have the same coinage ; the 
“ population of the Mauritius is mainly Indian ; and 
“ the Island draws from India nearly all its supply of 
“ rice, wheat, and other grain, whilst about half of the 
“ sugar produced on the island is exported to India.” 

6057. You made no further inquiry in consequence 
of that ?—No, that is a letter from the leading firm in 
Mauritius. 

6058. Was that in answer to a question put to 
them by you ?—Yes. I heard it at the City Club 
from several friends, and I wanted to make sure that 
it was the case. The letter is dated 7th May. I 
must tell you that the Agent-General of Mauritius took 
steps to send rupees to Mauritius from Calcutta and 
from Bombay. Whether the decree is in force now 
or not, I do not know j probably it is not, but the 
question is whether the rupees will not he again 
exported. 

6059. When you were in Australia did you go very 
closely into the cost of the production of silver ?—In 
Australia I have several friends, and some of them 
directors of the Broken Hill. You could not have 
better information than from such people. 

6060. But did you personally go closely into it so 
as to satisfy yourself that the price you named was 
the lowest price at which silver could be got out of 
the earth ?—The directors themselves told me so. I 
had information from the directors ; I could not have 
better information. 

6061. 1 do not want to depend on the directors ; I 
want to know whether Mr. Kalli, with his business 
capacity, went into it for himself ?—No, I relied 
entirely on my friends’ information. 

6062. Do not you think that, in the event of its 
being necessary, economies might be introduced which 
would lead them to get silver at a lower price ?—That 
I do not know. That was in 1893. Since then I 
have no information. 

6063. If ray suggestion is right, of course, it 
would upset the calculation that you made, would it 
not ?—I do not know. In 1893 that was the state of 
things, and we see that the production of silver has not 
increased during late years. 

6064. No, because the price has goue down a good 
deal ?—While I am upon silver, there is one thing I 
must say, and that is this : I have the opinion of 
Mr. Pixley, one of the leading brokers. I asked him 
what would be the effect of the Indian Government’s 
proposals it 10 crores of silver were melted and sold 
in India. He said: I have thought about that, and 
my opinion is that silver will go to 20(7 He told me 
that was undoubtedly so : I said “ I asked you because 
“ Sir Samuel Montagu’s opinion, as I am infomed, is that 

it will go to 22(7, and I do not agree with Sir Samuel 
“ Montagu. Suppose silver went to 20(7., you would 
“ depreciate to that extent all the silver and all the 
“ silver ornaments in the possession of the Indians, 

“ which amount to a great many millions sterling.” 

6065. 1 see, in a speech which is reported in the 
Journal of the Society of Arts, in the middle of May, 
you committed yourself to the statement that the 
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general opinion in India was that there was a good 
deal of illicit coinage ?—Yes. 

6066. Upon what did you found that opinion ?—I 

must tell you again that I have never written to our 
firm about that, because I do not want their time to 
be given to anything else but our business ; but I 
have in London taken care to ascertain that. The 
gentleman who first spoke to me about the illicit 
coinage was Mr. Brown, of Kilburn, Brown & Co. 
They got a great many rupees in Calcutta, and their 
Calcutta firm said : “ Our cashier has asked ns to do 
“ whatever we can to reduce the amount of rupees 
“ which would be given to our firm, because- 

6067. I do not want to. take up the time of the 
Committee or your time by going into detail; but you 
have committed yourself to the opinion that there is a 
great deal of illicit coinage. Will you just toll me upon 
what that opinion is founded ?—I tell you upon what 
it is founded. It lias been ascertained by Messrs. 
Kilburn, Brown & Co. that there is about ^ per cent, 
in Calcutta. 

6068. How was it so ascertained ?—Because they 
receive a good many rupees; they try to take out the 
illicit rupees, and they find it is about that percentage. 
You know that in Bombay, lately, a gang of coiners 
have been found, and they had already coined 60,000 
rupees. Another gang has been found in Lahore, and 
they had an extensive ramification in the Punjab. 

6069. ( Chairman .) Personally you know nothing 
at all about it except what people have told you ?— 
No, I have read of it in the Indian newspapers. 

6070. We happen to have the official statement 
from the Financial Department in India, and that we 
should put, and I suppose you would put, higher than 
any mere gossip about the question ?—This is not 
gossip that I am giving you. 

6071. But we have the official statement that there 
is no excess of illicit coinage ?—But there is illicit 
coinage. 

6072. Your answer to Lord Balfour is simply that 
you have no personal knowledge, but you only speak 
to what people have told you ?—At the Calcutta Mint 
they cannot detect the illicit rupees from other rupees, 
they are obliged to have a magnifying glass to do it. 

6073. (Sir F. Mowatt.) You gave us two pieces 
of evidence to show that there was a scarcity of silver 
currency in India at present. One of those struck 
me very much. You gave an instance of a Moulmein 
firm who had to pay a large sum of money for their 
export duties ?—Not a very large sum : it was 21,000 
rupees- 

6074. In order to do that they had to borrow 
rupees and to pay 20 per cent, interest in order to 
get the money to pay their duties ?—They received 
the rupees from Calcutta and by the same steamer 
other rupees came, and those rupees were loaned to the 
export merchant at 20 per cent, per annum. 

6075. The export duty could have been paid in 
gold ?—But where would you find the gold ? 

6076. They would not have to pay 20 per cent, for 
gold, would they ?—In Bombay, at the time of the 
crisis, loans were made on gold at 2 per cent, per month. 

6077. Now, you mentioned Mauritius; you said 
that so short was the supply of silver there that the 
Government had been obliged to cease giving silver 
against rupee notes ?—Yes. 

6078. Do you know of any single case in which 
the Government has not, as a fact, produced silver 
when a note has been presented ?—I have read you 
Messrs. Blyth’s letter. 

6079. But do you know of a single case in which 
the Government have not, as a fact, been ready to 
produce silver against a note ?—Certainly, that is the 
fact that I have given you. 

6080. The ordinance was, I understand, a protective 
measure against certain possibilities ; but,as a fact, has 
the Government of Mauritius ever refused silver for 
a single note ?——If they had been able to do that they 
would not have issued that decree. 

6081. I want to press you for an answer to that 
question. Have yon any knowledge that the Govern¬ 


ment have, on any single occasion, been unable, or 
have refused, to give silver against a silver note ?— 
My answer is, that if they could give silver against 
silver notes they would not have issued the decree 
stopping the convertibility of silver. 

6082. I am afraid I must ask you for an answer, 
yes or no. Do yon know of your own knowledge 
that the Government of Mauritius has on any single 
occasion failed to produce silver for a silver note ?— 
I was not iq Mauritius. 

6083. You do not know ?—No, I say I was not in 
Mauritius. 

6084. You cannot answer, yes or no ?— I can answer 
yes from that letter. I have read you the letter of 
an eminent firm in Mauritius, that is quite sufficient 
for all purposes. 

6085. It is quite sufficient in so far as it proves 
that the ordinance was issued, but you put it forward 
as a proof that silver was so short that the Mauritius 
Government could not provide silver to meet its silver 
notes ?—That is what Messrs. Blyth stated. 

6086. But can you, of your own knowledge, give 
us any instance in which the Government has ever 
refused ?—I was not in Mauritius. 

6087. Now, in answer to Sir Henry Fowler, you 
instanced a wheat transaction as explaining that the 
rate of exchange does not enable the merchant to 
profit; that the profit goes into somebody else’s hands 
and not into the hands of the merchant?—The 
merchant has his profit. 

6088. But the rate of exchange docs not affect his 
profit ?—We have, or we try to have, a small com¬ 
mission, that is all. 

6089. But with that exception the rate of exchange 
does not affect the merchant ?—It affects him only in 
one way. As I said in my statement, when there is 
a crisis and money is very dear, then you can transact 
business at a greater margin than when money is 
easy. 

6090. In giving us the instance of the wheat 
transaction, it is now the case that very frequently the 
wheat is bought before the crop is actually out of the 
ground ?—Certainly, we make contracts with the 
sellers. 

6091. That is at a fixed price ?—Oh, no. 

6092. How is the price settled? — Our firm 
telegraphs us, say, from Bombay the price at 
which we can buy wheat for next year, for April and 
May delivery. What does that mean ? That among 
the natives there are some sellers whom we consider 
responsible and who will make contracts with us. 
If we can find responsible buyers here and, the market 
is quiet and tending downwards, then we sell, and we 
telegraph out to our firm there: “We have sold 1,000 
“ tons of wheat.” Then they go to the dealer and 
make the contract. But the prices vary according to 
the prices at which we can sell. 

6093. But if you buy in advance, you offer a certain 
price against what time the wheat is delivered?— 
Yes. 

6094. If the exchange falls in the meanwhile, that 
surely is an additional advantage to the merchant, is it 
not?—No. We do our business in this way: We 
do not want to be liable to fluctuations in exchange. 
We want to do a legitimate commercial business. 
Then immediately in Calcutta we buy the wheat, say, 
now for April and May delivery, we secure the freight, 
then we should go to Mr. Campbell, or his branch in 
Calcutta, and say, “ At what price will you buy 
exchange for April and May ? ” He says, “ At such 
and such a price,” and if we can find a buyer, and we 
can secure our freight, we do the business. 

6095. But if the exchange falls between the time 
at which you agree to pay a oertain sum in rupees 
and the time when you have to pay it, is not that a 
profit to you ?—No, because we never go for that. I 
think the merchant who did what you state would go 
to the Bankruptcy Court. 

6096. (Chairman.) You fix the rate of exchange 
when you fix the price of the contract?—Immediately. 

6097. With one of the exchange banks ?—Yes. 
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6098. In fact they insure you to a certain extent ? 
—We do a large business, for instance, in 
imports to India. Suppose we sell a thousand 
packages of Manchester goods to a firm in Calcutta, 
or Bombay, or Karachi, when we buy the goods our 
firms there sell tlic goods in rupees and sell the 
exchange at the same time, so as to complete the 
transaction. So that we do not care whether the 
exchange goes up or down. If we were to leave the 
exchange open, it would be utterly impossible for us 
to do business. 

6099. (Sir F. Moicatt.) You said, I think, that 
the possibility of a rise or fall in the value of the 
rupee did not really affect capital being sent out 
to India for investment ? — Not for permanent 
investment. 

6100. But you said a little before that that many 
persons were now remitting their money home to 
England because in their opinion the value of the 
rupee could not be maintained at Is. 4 d. ?—Yes. 

6101. That capital, therefore, was not available in 
India, or was tempted away from India, where it 
might otherwise have been invested ?—Certainly. 
Those people, for instance, who lend money to banks 
for fixed periods when they can take the money from 
the bank, if the exchange is Is. id., as the future of 
exchange is uncertain, they remit it, to England. That 
has been done to a certain extent, but it is only for 
capital in temporary investment. 

6102. Just let me be sure that I understand this. 
I think you said in your last answer to Lord Balfour, 
speaking of your own investments in India, that your 
own investments in India earned a higher rate of 
profit although the rate of exchango had been higher ? 
—Yes. As I explained to you when the exchange was 
2s. we invested a good deal of money in India. That 
money in India did not give us 5 per cent. ; therefore, 
we put to reserve every year a good amount in order 
to extinguish any loss of exchange. So that, what¬ 
ever is the rate of exchange since, we do not care. 

6103. (Chairman.) You have a good insurance 
fund against any loss?—Yes. 

6104. (Sir J. Muir.) Perhaps, Mr. Ralli, I know 
more of your firm than some of our friends who are 
present, and as I regard you as, perhaps, one of the 
most important witnesses that we could have before 
this Committee, I would like to bring out the position 
of your house a little in detail ?—Do not you think 
that all the gentlemen here know as much as they 
could wish to know about our firm ? 

6105. But, the evidence is to be published, and it 
will be looked at closely all over the country, and I 
should like it made clear what the position of your 
firm is. I understand that you have brandies in 
Calcutta, Bombay, and Karachi, and in addition to 
that you have a very large number of agencies 
established all over India, in the Central Provinces, 
in the districts where wheat and seeds are grown, 
and the districts where jute is grown ?—Yes. 

6106. Will you tell us about how many of those 
agencies and sub-ngencics you have ?—Our Calcutta 
firm has six agencies and 54 sub-agencies; our 
Bombay firm has 10 agencies and 6G sub-agencies; 
our Karachi firm lias five agencies and 21 sub¬ 
agencies. Giving a total of agencies and sub-agencies 
of 168. 

6107. And I am right in saying that you are by 
far the largest exporters from India?—I think we 
are. 

6108. And in recent years the largest importers 
of piece goods from Lancashire and elsewhere, only 
one firm approaching you ?—Yes, Grahams and our¬ 
selves are the two largest importers; and what is 
very curious is this, that Grahams are only importers ; 
they are not exporters, and notwithstanding that, they 
are for low exchanges and open mints. 

6109. You very clearly brought out the position of 
a house in India in the Lancashire and Glasgow 
business, which is the business of Graham & Co. ?— 
Yes, and yours also. 


6110. The position is, that we do not require to 
enter into any transaction in piece goods or yarn 
unless we choose. We know the price that we can get 
in Calcutta; we kuow the cost in Manchester or 
Glasgow. Against that we have fixed insurance and 
freight, and the only open element is exchange which 
we can fix with the Chartered Bank or any of the 
other banks, so that we need not go into the transac¬ 
tion unless we choose. Lancashire and Glasgow are 
in this position as far as exports are concerned, that 
they need not enter into the transaction unless it suits 
their convenience and shows a prospect of profit ?— 
Yes ; and another thing is, that the idea that fluctua¬ 
tions of exchange have interfered since 1893 with 
commercial business is preposterous and quite erro¬ 
neous, because when we make a transaction, then we 
fix immediately the exchange. There would not be 
any Indian firm in existence now if they had not done 
so ; the}’ would all have failed. 

6111. That is so with regard to imports to Bombay, 
Calcutta, and Karachi. Then with regard to exports, 
you have the reverse position. You kuow the price 
in London, or wherever you may be going to sell, 
and you know the price at which you can buy ; so 
that the exporter in Bombay, Calcutta, or Karachi 
need not enter into the transaction unless he chooses ? 
—Certainly. 

6112. Then we come to the class of people who 
are very largely interested in India, and who were 
referred to by the Chairman in his questions to you, 
namely, the tea planters, coffee planters, indigo 
planters, and others?—And the producers of jute 
goods. 

6113. Precisely. I was sorry to hear that you 
were not interested in tea ?—I am not. You know 
more about tea than any man in London. 

6111. I want to bring to your notice the position 
of the men who have invested according to the Indian 
Tea Association 20 millions, and according to the 
Ceylon Tea Association 15 millions, that is 35 millions 
of money. That money is sunk in India. Some of 
these companies have bought large tracts of suitable 
land for opening out tea upon, in the expectation that 
their trade would not be interfered with in any 
arbitrary manner, that is to say, when they secured 
that land they had no anticipation that the Indian 
Government were to come down upon them with a 
lx. 4 d. exchange. You are an outsider; you are not 
interested in tea, I understand ?—No. 

6115. How does it occur to you that the difference 
between the rate of lx. 2d., which you prefer, and 
the lx. 4 d. rate, will affect those trades?—It will help 
you. 

6116. In what way?—Because the rupees which 
you pay, instead of costing you lx. id., will cost you 
lx. 2d. 

6117. We gain 2d., in so far as the gain upon our 
wages is concerned, by the difference between lx. 2d. 
and lx. 4a!,?—Yes; but what I said is this. I am 
certain that eventually the Indian Government will 
re-open the mints ; but 1 do not wish that the 
Government of India should re-open the mints imme¬ 
diately, because I am afraid of a crisis in India, when 
all of us, yourself included, will lose a good deal of 
money. It is for that reason that I prefer to go 
gradually. Try lx. 2d. first. 

6118. Now, we have had before us first of all the 
scheme of the Government of India, and we have 
two or three other schemes which I need not go into 
in great detail. I know you have given a great deal 
of consideration to this subject, and I should like you 
to suggest to me briefly what you would now indicate 
as what you would prefer—either Mr. Lindsay’s scheme 
or that of the Government of India ?—I think that 
the best scheme of all, if practicable, will be a gold 
standard with a sufficient fund in India to exchange 
rupees into sovereigns, and sovereigns into rupees, at 
a rate of exchange sufficiently low to develop largely 
the export trade. But now the question is, What is 
the amount of gold sufficient to maintain that gold 
currency in India, and to maintain the convertibility 
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of rupees into sovereigns and sovereigns into rupees. 
I was very intimate with the late Mr. Currie and with 
Lord Hillingdon. Lord Hillingdon had very great 
experience iu banking, and we spoke very often about 
the gold standard, the more so as he wus the brother- 
in-law of Lord George Hamilton, and I was very 
anxious that Lord George Hamilton should have 
City views about the amount of gold wanted to 
insure the success of the gold standard with conver¬ 
tibility. You are aware that the idea of Lord 
Hillingdon, as it was published after his death, was 
that the amount should be 75,000,000/. sterling. 
Well, that is an enormous amount, but there is 
another great authority, Sir Robert Giffen, and the 
amount stated by him is 50,000,000/. In fact, the 
amount required according to various opinions is 
between 16,000,000/. and 100,000,000/. Now, I say 
it is no use our discussing a gold standard with a 
reserve sufficient to insure the convertibility of rupees 
into sovereigns and sovereigns into rupees, because 
it is utterly impossible to get such a reserve as 
50,000,000/., or anything like that. Therefore, we 
waste our time in discussing a gold standard. Now, 
I come to all the other schemes, and I must tell you 
that I think that every man connected with India, 
and who is not in favour of the re-opening of the 
mints, has a gold scheme of his own. They have all 
gold standards on their brains. 1 think that all gold 
schemes which are not based on the convertibility of 
rupees into gold and gold into rupees, however 
ingenious they are—and Mr. Lindsay’s scheme is 
very ingenious—are bound to fail, because they do 
not rest on an automatic system of currency; for 
instance, take Mr. Lindsay’s scheme. He proposes 
to have in London 10 millions and to allow us to draw 
from India against that 10 millions at Is. 3%d. Well, 
what would be the result ? We know very well that 
when the rate of exchange is high the silver price of gold 
in India is low, and the result is that there is a great 
inducement for the wealthy natives, who possess very 
large amount of rupees, to exchange their rupees into 
sovereigns, and, as a matter of fact, the importation of 
gold intolndia has been unprecedented last year. There¬ 
fore, what I say is that in no time you will see this reserve 
drawn from England to India, and the 10,000,000/. 
will disappear. It will also disappear if we have not 
large crops and large exports. The sellers of Man¬ 
chester goods will want to remit, and, as in that case 
the exchange will be low, instead of remitting or 
fixing our exchange at Is. 3\d., we should go to the 
Government and take their bills on London. There¬ 
fore, what I say is, it is not 10,000,000/. which is 
wanted by Mr. Lindsay, but four or five times 
10,000,000/. Now, where is the Indian Government 
to get that money ? As regards the scheme of 
the Indian Governmont, of course, we are all aware 
that no man in the City of London will advocate that 
that scheme should be carried, because, as 1 said 
before, if we have to sell in India Rx. 6,000,000 of silver 
the silver is bound to go to 20 d. ; nothing will stop 
silver from going to 20 d., and you depreciate by the 
difference between the present price of silver and 20<Z. 
the value of the millions of silver ornaments in the 
possession of the Indians, and it will be a great 
grievance to the Indians. I have an Indian friend in 
London who is doing very lavge business. I had 
heard that the opinion of some officials is that the 
traders of India are not dissatisfied with the closing of 
the mints, and I asked the opinion of this Indian 
gentleman, who is a man in a very large way of 
business. I have no doubt he is well known to you. 
He told me, “ We consider that the closing of the 
« mints is much more serious to us Indians than the 
“ food famine, than the earthquakes, than the plague, 
and the war on the frontier. You understand that 
“ we Indians, especially under the present legisla- 
“ tion, caunot speak ; we cannot write, therefore it 
“ is impossible that the officials, should know our 
« feeling and our opinions, but let me assure you 
“ that there is very great dissatisfaction in India.” 
Now you, Sir John, have interests in India, and 


you are aware that we have large interests in 
India, and we are much afraid of this state of things, 
because there is no doubt that there is great dissatis¬ 
faction in ludia. 

6119. Have you any other reason to advance why 
you consider the Government of India’s scheme an 
unwise one ?—There is that preposterous idea of 
melting rupees. What will be the effect of the 
melting of rupees on silver, and in further contracting 
the circulation of India which is already contracted ? 
The contraction of the currency in India is bound to 
bring a greater crisis than ever. That is self-evident. 
When this scheme of the Government of India came 
out in the Sunday Special, no one believed that there 
could be such a scheme until it was printed. All 
these schemes must fail—every one of them—which 
do not rest on the convertibility of sovereigns into 
rupees and rupees into sovereigns. It is exactly the 
same as if you were to build a very beautiful house 
with everything that could be wished for inside and 
outside; unless you have a sound foundation for it, 
the house must fall. 

6120. Suppose the Government of England were 
to close the English mint, what effect would that have 
in the City and on England generally.?—If the 
Government did that, it would certainly lead to a 
change of Government, and, after all, I do not think 
that that is so bad as what the Government of India 
did in 1893, because the circulation of rupees in India 
is by far larger than the circulation of sovereigns in 
this country, and the natives of India have been 
accustomed for so many years to a rupee currency. 

6121. The Chairman referred you this morning to 
a prospectus of a tea company which is issued to-day. 
I just want to draw your attention to the fact that 
that is not, properly speaking, a tea company, but is a 
disseminating company, whose promoters rely very 
largely on the fact that they have a retail trade from 
which they expect to make considerable profits. 
250,000/. of first mortgage debentures are being 
offered to the public at 5 per cent. Now, what do 
you think of any company offering 5 per cent, for first 
mortgage debentures at this time of day in the City of 
London ?—If the company is sound, that is very 
cheap. 

6122. I understand you were to give evidence, not 
only as regards wheat, but as regards jute and other 
things. Now, as to jute, we know that you are by 
far the largest exporters of jute, and I think it would 
be important for us to have your evidence regarding 
the question of exchange as applicable to jute ?—The 
jute as an export article, you mean ? 

6123. Yes, jute and cotton, and other exports ?— 
What I wanted to say was this: As regards seeds, 
wheat and cotton—I do not speak about jute, because 
jute is the exclusive product of India—but as regards 
seeds, we have to compete with Russia and the 
Argentine Republic. As regards wheat, we have to 
compete principally with the United States, and with 
Russia and the Argentine Republic. As regards the 
cotton, we have to compete principally with America. 
Unfortunately for us, in competing with the 
United States, from the time the wheat is sown 
there to the time it is reaped, everything is done 
by machinery. Then, for a great many years 
past, there has been a great deal of machinery sent to 
Russia, and there, too, they use—I do not say every¬ 
where, but in a good many places—machinery. It is 
the same in the Argentine Republic. That also 
applies to seeds, but, unfortunately for us, in India 
the cultivation is about what it was 4,000 years ago. 
I do not speak of the cultivation of tea, for instance, 
which is done by Europeans, but we have a great 
disadvantage in the matter of seeds and wheat as 
compared with competing countries. As regards 
cotton, the American crops are increasing every year. 
We have crops of 11,000,000, and we have a price of 
3\d. for American cotton. In Bokhara, w r hich is a 
competing country as regards the trade with Russia, 
the seed is changed every year; in Bokhara 
they do not use the same seed every year; in 
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India you use the same seed every year. In that way 
we ace at a great disadvantage. Our only advantage, 
and that is a great one, is in labour, which is so very 
cheap. For that reason we must be helped in order 
to expand exports, and in order to compete with those 
countries; and the only way I see for us to be helped 
is by a low exchange. I think that is quite clear. 

6124. Then, will you give us your views regarding 
how the money may be raised by the Indian Govern¬ 
ment. You have given a great deal of thought to 
this matter, I understand, and your conviction is that 
more than a 1 *. 2d. rate will be injurious both to the 
exports and imports of India. You would reduce 
the rate from Is. 4 d. to Is. 2d.?—Yes, temporarily. 

6125. This will probably cause a deficit in the 
accounts of the Government of India, and you would 
propose that, in case of need, they should impose 
import duties ?—Increase the import duties. 

6126. On such articles as what ?—On all articles, 
in case of need. What you will have to do is to 
persuade our Lancashire friends that a prosperous 
India will be much more likely to take an increased 
supply of their goods than a decaying India. 

6127. We had a great storm in Lancashire some 
years ago, when it was proposed to impose 5 per cent, 
duties. As you have already stated, Lancashire can 
protect itself. Lancashire has not got its mills out in 
India as the tea planter and the indigo planter have 
their mills out there; the Lancashire manufacturer 
does not need to send out his goods, he is not com¬ 
mitted to that particular trade, he can just hold his 
hand, or do something else with his money ?—Yes, 
but that is not a good argument ; my argument, as I 
said, is that we shall sell more Manchester goods with 
an import duty at 15 per cent, (and 15 per cent, excise 
duty, of course) to a prosperous India than (without 
any duty) to an India which is uot prosperous. 

6128. I was going on to say that, as I understand 
you, you advocate in case of need, if the Government 
cannot find funds otherwise, if the rate falls to Is. 2d., 
an increase of the import duties generally ; but, so 
far as Manchester is concerned, you would have an 
excise duty as well ?—Yes, in order to satisfy Lan¬ 
cashire. If India was autonomous I would not say 
that there ought to be an excise duty, because India 
would be governed only for the benefit of India ; but, 
India is not autonomous, and therefore we are obliged, 
although unwillingly, to take into consideration 
English interests in India. 

6129. In the case of jute afld shellac, I think you 
suggested that there might be an import duty of 
10 per cent. ?—Or whatever the figure was. 

6130. But in that case there would be an excise 
duty again on the Indian jute mills ?—Certainly. 

6131. So that Dundee should have no cause of 
complaint ?—Yes. 

6132. That is to say, if Dundee had to pay 10 per 
cent., the Calcutta mills would pay 10 per cent, on 
their production ?—Yes. 

6133. How would that contrast with the position 
of the tea planters to which we have repeatedly 
referred ? The whole of the consumers of jute in this 
case would pay the export duty ?—I think so. 

6134. Does not the same thing apply to the 
consumers of tea ?—No, because tea comes from other 
countries. 

6135. But then it presses even more hardly, does 
it not, on the producer of tea in India than on the 
jute man, because jute is only exported from India, 
whereas tea is produced largely in China ?—Yes. I 
will not put a tax on tea, certainly not; we have 
quite enough to do to compete with China, and when 
the central provinces come to be under English pro¬ 
tectorate we shall have enough to do, especially with 
exchange at Is. 4d. 

6136. The rate of exchange is now Is. 4 d.; you 
think It should be l.s. 2d. ? —Yes, for the time being. 

6137. If Government in an arbitrary manner keep 
the rate at Is. 4 d. and carry out the policy that they 
Buggest, does not that difference between Is. 2d. and 
the Is. 4 d. practically amount to a tax upon the 


Indian tea grower ?—It is a tax, but it is a lesser tax 
than Is. 4 d. You tea planters must be satisfied for 
the time being with what may be granted to you. 

6138. My point is this : The difference between 
Is. 2d. and Is. 4 d. is 2d. per rupee. Is not that, 
practically, a tax upon the Indian tea planter, that is 
to say, when he sells bills on London to lay down 
wages to pay his coolies—in the one case he sells at 
Is. 4 d. and. in the other he sells at Is. 2d., so that he 
loses 2d. in each rupee for the laying down of wages 
to pay his coolies, and other expenditure for cultiva¬ 
tion. The tea planters urge that that practically 
amounts to a tax upon their industry ?—Certainly it 
is a tax, but I say it is better for you to pay Is. 2d. 
than to pay Is. 4 d. ; you will draw at Is. 2d. instead 
of drawing at Is. 4 d., and you make 2d. per rupee 
profit on the wages which you give to your labourers. 

6139. The tea planters, you understand, do not 
object to whatever the rate may be as fixed in the 
natural course between exports from India and 
imports ; they do not complain of that, whatever the 
rate may be; they have never complained, and never 
will, as 1 understand, complain of that; but what they 
do complain of is, that when they have sunk these 
35,000,OCX)/, of capital the Government should step in, 
in an arbitrary way, and say, Now we will make the 
rate Is. 4c?. They say that is a tax to whatever 
extent the rate is fixed beyond what is the natural 
course of the difference between the imports and 
exports. Then it appears to you that that is a 
reasonable argument ?—It is a tax, but I say that 
Is. 2d. is a lesser tax than Is. 4 d. Do not you think 
that the planters must join us in asking Government 
to do what is practicable ? The proper thing for the 
Government to do is, not to increase its gold debt 
but to leave things as they are, and to try Is. 2d.; 
if you ask too much, you will not be given anything. 

6140. Now, one or two questions were put to yon 
which you seemed to think were somewhat of a 
reductio ad absurdum. You said you thought that 
the rate could not fall below Is. ?—The opinions I 
have taken for the last four years are to the effect 
that you will have something between 12<?. and 13c?. 

6141. You consider that it is quite beyond possi¬ 
bility, in ordinary circumstances, for the rate to fall 
to 10c?., much less to 8c?. or 6c?., all which figures 
were named to you to-day ?—Yes; but on that point 
you have among you the best Indian expert, my 
friend Mr. Campbell. His evidence would be much 
better than mine, because he knows all about it better 
than I do. 

6142. We had a witness here who said he could 
discount bills in the bazaars at 8 per cent. ?—When ? 

6143. When the Bank of Bengal rate was 13 per 
cent. ?—He must be a very clever man, if when 
Mr. Campbell can get 15 per cent., he should pay 
only 8 per cent. 

6144. ( Sir D. Barbour.) You think that the 
decline in the gold value of silver was an advantage to 
India ?—On that point I agree with the Government 
of India in the opinion that it was a decided advantage 
to India. 

6145. You were asked whether you could state at 
what point it would cease to be an advantage ?—I 
cannot do that, 

6146. Do you think the indefinite fall would be a 
gain ?—An indefinite fall would be impossible. 

6147. If the rupee went to Id. ?—Of course,- you 
know very well that that is an impossibility. Why 
should we discuss that ? 

6148. Do you think it is to be regretted that silver 
cannot be produced so cheaply that if the rupee went 
to the silver value, the rupee might fall to Id. ?—I 
cannot see the'use of discussing impossibilities. It is 
all very well when you have an academical discussion, 
but now we have a practical discussion, 

6149. I recollect when men said that it was impos¬ 
sible that the exchange should fall below Is. 10d., and 
again, I recollect people who said that it was im¬ 
possible it should fall below Is. 8d.; nevertheless it 
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did fail. However, you say the fall was an advantage 
to India ?—It has been an advantage to India. 

6150. Then I asked you what seemed to me to be 
a very reasonable question; that is, is a continuous 
fall an advantage, or is there any point at which the 
fall would cease to be an advantage ?—I oannot say 
at what point the fall will cease to be an advantage. 

6151. Then you said that large exports are neces¬ 
sary from India, and that only a low rate of exchange 
will give large exports ?—Yes. 

6152. On the question of exports, are there not 
three main factors that you have to take into con¬ 
sideration—first, the rupee price; second, exchange; 
thirdly, the gold price ?—And the freight. 

6153. I will leave out the freight, because that does 
not depend on exchange. There are those three 
factors ?-—Yes. 

6154. If the exchange rose, and simultaneously the 
gold price rose, there would be no check to exports— 
if the gold price rose sufficiently to balance the rise of 
exchange ?—With the difference that we should have 
a greater competition with other exporting countries. 

6155. But so far as India is concerned, if she gets 
a higher gold price, a corresponding rise in exchange 
would not interfere with exports. I am assuming 
that the one balances the other ?—Yes, but the lower 
the exchange the larger is the amount of rupees that we 
give to the cultivators of the land. 

6156. But the higher gold price would be given 
just the same. All I say is, if it should so happen 
that the gold price rose proportionately to the rise in 
exchange there would be no check to exports ?—If 
the gold price on which we sell rose to the proportion 
of the rise in exchange, then we should be in the 
same position ; but may I add this. We must bear 
in mind that wc have to compete with other countries. 
The cultivation of other countries is increasing, and, 
therefore, as a rule, unless the crops in Europe are 
deficient, wc could not expect higher gold prices. 

6157. The gold prices may not rise; I do not say 
they would ?—But they could not rise under normal 
conditions. 

6158. Similarly if the silver prices happened to fall 
when the exchange was rising, so as to balance the 
rise of exchange, there would be no check to exports, 
would there?—Yes, there would be. 

6159. Why, if the fall was sufficient to balance the 
rise of exchange ?—There would be a great difference. 

6160. Would there be a check in the exports ?— 
Yes. 

6161. Why ?—Because we should have had to give 
a low price to tho natives. 

6162. A lower rupee price, certainly? — That 
would prevoat the expansion of cultivation. For the 
timo being it would be the same, but ultimately it 
would be very much to the damage of India. 

6163. The cultivator would grow less of those 
articles for export ?—Yes, either he would grow less, 
or he would not grow as much as he would grow if 
exchange was low. 

6164. Do you not think that he would turn his 
attention to something else ?—He must do that or he 
will starve. 

6165. We can hardly assume that he will starve. 
If he could not make enough money at one product, 
he would take to something else ?—If he can make a 
living with other products. 

6166. Then you said the tea producer suffered a 
oss of 2d. in the rupee, if exchange rose from la. 2d. 
to Is. 4d. 

(Sir J. Muir.) To the extent of the bills that they 
sold in Calcutta. 

( Witness .) What I said was this. If you have a 
tea garden, and the exchange instead of being Is. 4d. 
is Is. 2d., then for the wages you pay in India you 
make a profit of 2d. per rupee. 

6167. ( Sir D. Barbour.) Now, there is a large 
quantity of piece goods and yarn exported to India 
every year ?—Yes. 

6168. Altogether it comes to about 30 crores of 
rupees, 1 think ?—30,00^,000/. sterling. 


6169. Now, when exchange falls, from Is. 4<f. to 
Is. 2 d., do not the people who purchase those goods 
in India pay more rupees for them ?—.Yes. 

6170. In fact, they lose 2d. per rupee ?—Well, 
that is not the view that we take. Grahams, 
who are people of very great capacity, and whose 
business is in imports, are in favour of re-opening 
the mints, because, they say: If we have large exports 
owing io a low exchange, the natives of India make a 
profit, and by the profit which they make, not 
oniy they extend the cultivation, but they increase their 
power to buy imports. When exchange is high, 
we sell more piece goods, but that is a temporary 
advantage ; and, in the long run, as we see from the 
statistics, when the exchange was falling, our business 
in piece goods was rising year by year. 

6171. But the particular question I asked was 
this: When the exchange fell, they had to give 
more rupees for their piece goods; is not that so ?— 
But you could not restrict the inquiry to that. What 
I say is, they are in a much better position to give 
good prices for their piece goods than when exchange 
is low, because it gives the buyers the means of 
buying their goods. What is the use of having a 
high exchange if you cannot find purchasers? 

6172. But supposing the purchaser is a native- of 
India, not engaged in producing anything. Take the 
case of a native clerk at 30 rupees a month ; his salary 
is not increased when exchange fallB ?—No. 

6173. So that he suffers, at any rate, by having to 

g ’vc more rupees for the cloth Which he and his 
mily require ?—Yes, but you must see what 
is the interest of the largo majority of Indians. 
When we abolished the Corn Laws, the landlords 
undoubtedly suffered, but the bulk of the population 
is very raueh benefited. I believe that if the present 
policy of the Government of India is continued, and 
if the contraction of the currency continues, we 
are bound to have a very severe crisis. That is 
the opinion of the Chamber of Commerce of Calcutta. 

6174. I will take it for granted that that is their 
opinion, but why should that be so ?—Because we 
shall have fewer rupees in circulation than now. 

6175. But, on the other hand, as there has been 
such a very high rate for money, do not you think 
that people who have money to lend will arrange to 
provide it in the active season, so as to get the high 
rate ?—Do you mean the natives ? 

6176. Anybody who has money to lend would 
rather get 12 per cent, than 4 per cent. ?—Yes. 

6177. Do not you think that that may help to lessen 
the amount of pressure next year ?—At the beginning 
of last winter they wrote to us from India that we 
should have much larger deposits at the Bank 
of Bengal in Calcutta and the Bank of Bombay in 
Bombay, because we were not sure that when we 
wanted to draw out telegraphic drafts we should find 
the rupees at the hanks, because rupees were scarce. 
Well, if the contraction of the circulation continues, 
the contraction will be increasing in severity, and we 
shall have a still higher rate of interest and a crisis. 

6178. But if you deposit your money beforehand 
with the bank, you will anticipate all that?—We 
deposit at the bank in order that when we buy our 
produce we may be able to pay for it; that is our 
object 

6179. But having made that arrangement, you have 
no further difficulty ?—We must keep our balances at 
the bank larger than we should previously. 

G180. But your balances do not cost you 12 per 
cent. ?—Not to us, but to all those firms who are 
financed by Mr. Campbell, they will have to pay 
more. Every year the screw is put tighter and 
tighter, until it ruins the trade. 

6181. I daresay you have heard that a crisis only 
occurs wheu it is not expected ; if it is expected, you 
can provide for it ?—That is always my experience. 
Last year, at the beginning of the winter, we were 
written to from India, and told we must prepare for 
a crisis. We wrote back and said that the crisis 
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which was expected never came ;—but the crisis did 
come. 

6182. ( Chairman .) And you were ready for it?— 
Well, we made ourselves ready. 

6183. (Sir J. Muir.) The crisis came all the 
same ?—Yes. Next year, if it goes on, we must 
increase still further our deposits at the banks. 

6184. To meet the further crisis ?—Yes, it may be 
very serious. 

6185. (Sir D. Barbour.) You quoted the opinion 
of the Government of India in 1886 ?—Yes. 

6186. At that time the exchange was about 18fZ., 
was it not ?—1 do not remember, The despatch of 
the Government of India of 1879 was a splendid 
despatch. 

6187. In 1886 the exchange was about Is. Or/. ?— 

Yes. 

6188. It fell very considerably afterwards?—Yes. 

6189. Aud was considerably lower when the 
mints were closed?—Yes. In 1879 the Govern¬ 
ment points out the evil of any artificial currency. 

6190. When the mints were closed there was a 
danger that the Americans might cease the purchase 
of silver ?—Yes. 

6191. There was a danger of a further fall? — 

Yes. 

6192. Of course, the fall being, in your opinion, a 
good thing, you would not have objected ?—No. 

6193. In 1886, I think, the Government of India 
had some hopes of bimetallism. At any rate, they 
were trying for bimetallism, were they not ?—I do 
not remember. 

6194. I think it was in 1886 that the Gold and 
Silver Commission was appointed ? — I do not 
remember. 

6195. In 1893, when the mints were closed, the 
Government had given up the hope of bimetallism ? 
—I suppose so. 

6196. So that things had changed somewhat in 1893 
from what they were in 1886 ?—But those sound 
principles of exchange are permanent. 

6197. What are the sound principles yon refer to ? 
—“ The Government of India propose that the free 
“ coinage of silver shall be restricted, so that the 
“ rupee shall no longer remain, as at present, simply 
“ a piece of silver of a given weight and fineness, 
“ but shall, in addition to these qualities, bear a fixed 

“ relative value to the English sovereign. 

“ The proposal appears open to those objections to 
“ a token currency which have long been recognised 
“ by all civilized nations, viz . that, instead of being 
“ automatic, it must be ‘ managed ’ by the Govern- 
“ ment ” (that is exactly what the Government has 
done in 1893) “and that any such management not 
“ only fails to keep a token currency at par, but 
“ exposes the Government which undertakes it to 
“ very serious difficulties and temptations. It 
“ appears, too, that the Government of India, in 
“ making the present proposal, lay themselves open 
“ to the same criticisms as are made upon Govern- 
“ ments which have depreciated their currencies. 
“ In general, the object of such Government has 
“ been to diminish the amount they have to pay to 
“ their creditors. In the present case the object of 
“ the Indian Government appears to be to increase 
“ the amount they have to receive from their tax- 
“ payers. My Lords fail to see any real difference 
“ in the character of the two transactions. 

“ If the present level of exchange he due to the 
“ depreciation of silver, the Government scheme, 
“ if it succeeds, may relieve the Indian Government 

aud others who desire to remit money to England; 
“ but this relief will be given at the expense of the 
“ Indian taxpayer and with the effect of increasing 
“ every debt or fixed payment in Iudia, including 
“ debts due by ryots to money-lenders.” 

6198. Is that in the despaLch of 1886 ?—No, that 
is an extract from a letter of the Lords Com¬ 
missioners of the Treasury to the Secretary of State 
for India in Council, dated the 24th November, 
1879. 


6199. That is not the despatch of the Government 
of India ?—It is from the Secretary of State for 
India on this side. I think those principles of sound 
currency will be permanent, and nothing can shake 
those principles. 

6200. And those principles would apply equally 
if the rupee went down to one penny ?—As to that, 
you must ask the Secretary of State, who wrote the 
despatch. 

6201. You said that the principles are the same 
always, under any circumstances ?—I mean the cur¬ 
rency principles. 

6202. If they are the same always, would not those 
principles. apply equally, though the rupee went to 
one penny ?—Currency principles, of course, cannot 
alter. 

6203. And, therefore, that lino of argument would 
apply if the rupee went to one penny ? — I shall refer 
you to the Secretary of State for India, who wrote 
that despatch. He is a much cleverer man than I am. 

6204. You said that if the 10 orores of rupees 
were meltod and the silver sold, the price of silver 
would go down ?—Yes. 

6205. That would be only while the silver was 
being sold ?—It will be as long as the Government 
of India has got to sell silver. 

6206. (Sir C. Crost/itraifc.) You said that, at the 
lime of the closing of the mints, rupees wore not. 
redundant ?—That is what I maintain. 

6207. And, as a proof of your opinion, you said 
that if rupees had been redundant they would have 
been sent back to Europe ?—The surplus, yes. 

6208. In silver ?—Yes, the banks would have sold 
the silver here. 

6209. Just as gold ebbs and flows from Egypt, as 
you said ?—Yes. 

6210. Is that a fair analogy ?—Certainly ; it is the 
same principle. 

6211. But gold is current in Europe. You can 
take gold to the mint in Europe and get it coined, 
but you cannot take silver to the mint in India and 
get it coined ?—But you can sell silver in the open 
market here. 

6212. That would lower the price at once, would 
it not ?—What I say is, it' the circulation is redundant, 
the surplus must be exported. 

6213. The surplus of silver? — The surplus of 
rupees or silver; it is the same. Then what would 
have been done is that immediately they would have 
sold the silver here, and shipped against that either 
the rupees or the silver. 

6214. Must they not, necessarily, have iost on the 
silver in doing that ? When they attempted to sell 
the silver here, the price of silver would fall, aud the 
transaction would have resulted, probably, in a loss ? 
— No, it would not result in a loss, because they 
would have sold silver before that silver was shipped. 

6215. You think that would work ? — Certainly, 
and I have the highest opinion in London about that, 
Mr. Cassell, who is a very high authority in the 
City. I went to him in order to check my opinion, 
and it was checked by two other bankers. I went to 
Mi'. Cassell because he knows a good deal about 
Mexico, and I wanted to compare Mexico with Japan 
and Chili, aud Mr. Cassell told me : “ What you said, 
“ Mr. Ralli, is an undoubted fact ; no banker can 
“ dispute it.” 

6216. Is there any instance of any silver coin being 
sent from other countries, and sold here ?—Oh, yes, 
the Mexican dollars, and so on; millions and millions 
of them. 

6217. When they are redundant?—They send the 
Mexican dollars here to sell. 

6218. But Mexico is a silver producing country, 
is not it ?—Yes. 

6219. India is not a silver producing country ?— 
No, but the result would be the same. 

6220. You said there was a scarcity of rupees in 
Iudia during the last two years, and in the interior, 
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as well as ia the big cities ?—There must be every¬ 
where a scarcity, because, if there wa9 not, the rupees 
would not be loaned at 15 per cent, per annum. 

6221. But there might for some time be a local 
scarcity and not a general scarcity ?—When I said 
that the banks were loaning rupees at 15 per cent, 
per annum, that was done at the same time in 
Bombay, Calcutta, Karachi, and everywhere. 

6222. You have very large dealings in India ; you 
purchase very largely ?—Yes. 

6223. Your purchases amounting, I suppose, to 
hundreds of thousands of rupees ?—Oh, more than 
that. 

6224. You said you had not had any instances of 
scarcity from any report made to you by any of your 
own people ?—Well, we cannot have, because we 
supply our agents with rupees from Calcutta, Bombay, 
and Karachi, and until we have those rupees we do 
not buy the goods; so that we do not know, and do 
not care to know, whether the rupees are scarce in 
the country or not ; but the fact that they are scarce 
is shown to you by the rate of interest. 

6225. But you were able, without any difficulty, to 
supply your own people with rupees ?—From Calcutta, 
Bombay, and Karachi. 

6226. Although the mints were closed ycu had no 
difficulty in getting the coin ?—No, because the banks 
were obliged to give us the coin. 

6227. You mean that when you go to the Bank of 
Bombay or the Bank of Bengal they are obliged to 
give you the coin against your deposits ?—Yes. 

6228. But if there was no coin, it does not matter 
what their obligation was; they could not give it to 
you ?—No, but fortunately we have not arrived at 
that yet. 

6229. ( Sir J. Muir.) Unless the banks paid you 
against your deposits, they would have to suspend 
payment?—We take care to have deposits at the 
Bank of Bombay and the Bonk of Calcutta sufficient 
for our currency wants for a fortnight. Then when 
that is expended, we deposit again. 

6230. ( Sir C. Crosthwuite.) What I wanted to get 
at was this: You, being the largest exporters of 
produce from India, have not found any difficulty in 
getting coin to buy your produce?—We could not find 
any difficulty. 

6231. You could not, and you have not?—As a 
matter of fact we have not, because we provide always 
for that. 

6232. You have provided for these years as well as 
other years ?—Yes. 

6233. Now, your proof of this scarcity amounted to 
one instance which occurred in Moulmein, where a 
rice firm wanted 21,000 rupees to pay the export duty 
on a cargo of rice, and could not find the rupees ?— 
Yes. 

6234. The name of the firm has not been mentioned, 
and therefore I may ask you whether the firm was 
solvent ?—Oh, yes, perfectly solvent. 

6235. Had the firm already raised money on the 
cargo of rice ?—That I do uot know. When the 
cargo is shipped, of course, they would draw against 
the cargo. 

6236. But the cargo was ship|>ed, I presume ?—Of 
course. They must draw in Eugland to pay for the 
cargo. The firm is ail right in every respect. 

6237- But they could not get this 21,OOOrupoes ?— 
That is what I was told by very good authority. 

6238. The export trade in rice from Burmah 
amounts to over 1,000,000 tons a year ?—More than 
that. 

6239. If there had been difficulty in getting actual 
coins to pay the export duty, one would have expected 
to find more than one small instance of that kind ?— 
But I have not sought for other instances. 

62-U). You have uot heard of other instances ?—No, 
I have not heard myself. 

6241. You said that these rupees came from 
Calcutta ?—So I heard. 

6242. I think I am right in saying that the Burma 
trade is very largely financed from Calcutta ?—Yes. 
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8243. And that every year a large amount of rupees 
has to be sent from Calcutta ?—Yes. 

6244. So that there was nothing extraordinary in 
the money coming from Calcutta ?—No; but what is 
extraordinary is that there should not be sufficient 
rupees there, and that when the rupees were sent out 
from Calcutta they were loaned at 20 per cent, per 
annum. 

6245. That may be extraordinary, but it is more 
extraordinary that it should only have happened, so 
far as we know, in this one case ?—I do not see that, 
because I have not sought any cases. I have no doubt 
there must be a good many other cases. 

6246. (Sir J. Muir.) I daresay you can get more 
cases if they are wanted ?—That is the only case that 
I have. 

6247. ( Sir C. Crosthwaite.) However, you have 
been able to earry out your export business; you have 
not wanted for coins ; you have found the rupees to 
carry on your trade ?—Yes, to carry on our trade in 
that way. 

6248. But have you been driven to resort to barter 
in any cases ?—No. A friend of mine, Sir Edward 
Sassoon, stated in a paper, which he read at the 
Society of Arts, that there had been bartering; and 
upon that I went to him and said, “In your own 
“ business, have there been any cases of bartering, 
“ because we have not had any in our business ? ” He 
said that he had heard of it, but that he had no case 
in his own business. I give you that information 
against me. 

6249. You have not had to resort to that expedient ? 
—No. 

6250. You have not had to resort, for instance, to 
beads or bars of silver ?—Well, that can be done. 
Suppose, in the interior, we can sell bar silver at an 
an advantage—— 

6251. What do you sell it for ?—We may sell it to 
those people who hoard bar silver or want to make 
ornaments of silver. 

6252. But I mean, what do you take for it ?—We 
would take rupees for it, and we should buy the 
produce with these rupees. But we have not done 
that. 

6253. If you were to do that you think it would not 
show that there was any scarcity of rupees ?—No. 

6254. If you resorted to buying wheat with bars of 
silver, would not that tend to show that there was 
scarcity ?—It would be a terrible state of things if we 
ever came to that. 

6255. I suppose you know that a good deal of the 
small village transactions are carried on by barter ?— 
Yes, in barbarous countries. 

6256. I mean in India?—I have no-experience of 
that. We always send our rupees from the seaports, 
or we have to draw at sight from the large markets. 

6257. Now, you laid great emphasis on the fact 
that the low exchange enabled you to give a greater 
price to the cultivators ?—To our sellers, and from our 
sellers it goes to the cultivators. 

6258. Could you give to the Committee from your 
books a statement for the last 10 years of the average 
prices that you have paid, say, for wheat and linseed ? 
—No, we do not keep that information ; it is no use 
for our business. 

6259. Can you give auy statement from your books 
which would show any proof that when the exchange 
was low you paid your sellers more, and that when 
the exchange was high you paid your sellers less ?— 
But common sense tells you that. 

6260. You say that when exchange is low you can 
pay your sellers more, and when exchange is 
high you must pay them less. You have been in 
business for many years, and I suppose you have 
books that you could show to the Committee ?— 
But that is of no use to us. What I say is this : 
When the exchange is low, of course we give more 
rupees; when the exchange is high, we give a less 
number of rupees. We have not here, in Bombay or 
Calcutta or Karachi, statistics to show that because 
statistics would be no use to us. 
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(5261. Take the statistics of this year ; you have 
been buying largely in this present year ?—Yes 

6262. And exchange is Is. 4 d. ?—Yes. 

6263. Have you given them less rupees than you 
gave them, say, when the exchange was lower ?— 
That is exactly the same question that was put to me 
over and over again by my late friend Mr. Currie. 

6264. He could not have put a question to you 
with regard to this year ?—He put it with regard to 
1891. 

6265. But for this year, 1898, I want to know 
whether you gave moye rupees than in 1891 ?—1891 
and 1898 are on all fours in this matter. In 1891 
the crops of wheat all over Europe had failed; in 
1898 the same was the case. In 1891 the price of 
Californian wheat went from 32.?. to 48?. (id. This 
year it went up from about the same price to 53?. (id. 
The result is that, when we have a great rise, what¬ 
ever the exchange is, it does not affect the export, 
and the price which we give to the sellers this year 
is higher than ever. When your gold price is so 
much higher you can afford it, but the question is 
what happens in normal times. Suppose the ex¬ 
change is 16d, and you are a seller of produce, and I 
can afford to give you 12 rupees, then, if exchange 
instead of L6tf. was 12 d., I would give you 16 rupees. 
It is a rule of three sum. You do nor want books to 
prove that. 

6266. I am asking you these questions because we 
have been told by other witnesses that [trices have 
not risen, and many people assert that prices have 
not risen in consequence of a low exchange. The 
cultivator, it is said, does not get any more rupees for 
his produce under a low exchange than he does under 
a high exchange ?—Those witnesses who have stated 
that cannot know anything about the export trade or 
about the trade of India. It is self-evident. V"ou 
cannot dispute that. Those witnesses did not know 
anything about it. 

6267. Now, you said that the low exchange enables 
you to compete with other countries ?—Certainly. 

6268. If you have given it away in a higher price 
to the producer, how does it enable you to compete 
with other countries ?—Because when the exchange 
is low the sterling price is low. 

6269. Why ?—It costs less. 

6270. I understood you to say that the number of 
rupees you got would enable you to pay a higher 
price to the cultivator ?—Supposing the exchange is 
16e?., and I give 12 rupees; then, suppose the ex¬ 
change goes from 16d. to 12 d., I shall give 16 rupees 
instead of 12, if the price of that commodity in the 
selling market, and the freight remain the same. 

6271. That does not explain how you compete 
with other countries. Do you compete with other 
countries by lowering your sterling price ? When you 
get a low exchange you say you are able to compote 
with other countries ?—Certainly. 

6272. How do you compete with other countries ? 
By taking a lower sterling .price ?—In this way. If 
the exchange is low and I cun afford to give more 
rupees to the native, the native is willing to sell to 
me for lower prices in rupees than he could do if the 
exchange was high, and then I could compete with 
other countries. 

6273. But you said you gave him more rupees if 
the exchange was low ?—But it is all a question of 
comparison. 

6274. That is how I am taking it. When ex¬ 
change is high you give the cultivator fewer rupees; 
when the exchange is low you give him more rupees ? 
—If the price of the commodity in the selling market 
remains the same, and the freight remains the same, 
then we give him more rupees. 

6275. Now, yon say he is willing to take fewer 
rupees, and that enables you to compete with other 
countries ?—Suppose you were a seller, and instead 
of 12 rupees I could give you—the price of the com¬ 
modity and the freight remaining the same—16 rupees. 
If the price in Europe declines, the native making so 


much money can afford to sell to me cheaper, and 
then I can afford to compete with other countries. 

6276. That is to say, you lower the price in Europe 
by competing. Is that what you mean ? The advan¬ 
tage of exchange you divide partly to lower the price 
in Europe and partly to increase the price in India ?— 
I only lower the price so far as to enable me to sell 
in competition with the United States, Russia, the 
Argentine Republic, and so on. 

6277. It enables you to undersell those countries ? 
—Not to undersell them, but to sell at the market 
price, because India is a very small country com¬ 
pared witli America for wheat. The difference is, in 
the one case I could not do business and in the other 
ease I can do business. 

6278. Now, do you mind telling me with whom 
you deal—with the actual cultivator who produces the 
crops or with middlemen ?—We deal with middlemen, 
both in the seaports and in the interior. 

6279. Do you not also deal with the cultivator 
direet ?—No. 

6280. To whom do you make advances ? I think 
you now do business largely by making advances for 
delivery ahead ? — We make large contracts for 
delivery ahead. 

6281. And you advance money to them ?—No, it is 
only exceptionally that we give advances—small 
advances. 

6282. Do yon not, in Cawnpore for instance, 
advance money ?—That would be in very exceptional 
cases. It would not be safe to do that. 

6283. Then those men with whom you deal arc not 
cultivators ?—No. 

6284. Therefore you cannot say from your own 
knowledge that the cultivator gets the higher price 
which you give?—Certainly he does. The more 
money the middleman gets, the more money the 
cultivator gets, because there is the same competition 
between the middlemen that there is between the 
merchants. 

6285. I suppose that you know that the cultivators, 
most of them unfortunately, are in debt ?—Before 
1893 the number of cultivators in debt had immensely 
decreased, and India was never so prosperous as 
before 1893. 

6286. Have you any reason to suppose that the 
number of the indebted has increased since 1893 ?— 
That was the state of things in 1893, because we 
knew that the amount of debts had decreased. Now, 
I suppose, they must have increased considerably. 

6287. Is it not the general practice of the cultivator 
to hand over his grain as soon as it is ready to the 
small dealer ?—Yes, he sells to the dealers and the 
dealers sell to us. 

6288. He sells if he is not in debt, and if he is in 
debt he hands it over ?—If lie is in debt he has to sell 
at the market price to the party to whom he is in 
debt, and he pays in that way his debt. 

6289. Notwithstanding that, you think that the 
higher price reaches him ?—Notwithstanding that I 
am convinced that the higher price that we give to 
the middleman reaches him, because the higher the 
price the middleman gets the higher the price that he 
must give to the cultivator. It is not an option with 
him; he is obliged by the competition to give it. 

6290. I understood you to say that in 1873 you 
withdrew your rupee capital from India?—No, we 
did not withdraw anything. What I meant was this : 
we turned into sterling all our rupees in India. It is 
very easy to do that, if you want to do that. The 
Nationai Bank has done the same thing some years 
ago. We do not want to allow any of our firms in 
India to speculate on the exchange. Those people 
who tell you that there has been large speculation in 
exchanges, and that business in India has been largely 
a gambling business, do not refer to legitimate 
merchants. They refer to nothing more or less than 
speculators in exchange. These people have been 
wanting exchange to go up, and it has been going 
down, and they attribute the result to the fluctuation s 
in exchange; it is nothing of the kind. 
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6291. Why did you do that in 1873?—We saw 
that the German Government were demonetising 
silver. 

6292. You thought silver would go down ?— 
Certainly, it was evident. 

6293. Then it would have been a good thing if the 
Indian Government had gone on a gold basis in 1873 ? 

—Then, I think, the exchange was something like 2s. 

6294. But it would have been a good thing, you 
think ?—For the Government, yes; but bad for the 
Indian cultivator. 

6295. It would have been better for the Indian 
cultivator?—No, worse. 

6296. If they had gone on a gold basis, I mean ?— 

It would have been very bad for the Indian cultivator. 

6297. Why ?—Because the decline of silver and 
the decline of exchange has immensely benefited the 
cultivator of India. 

6298. To be paid in a depreciated coin is a good 
thing then ?—The decline of silver and the decline of 
exchange has immensely benefited the cultivators of 
India, and this is stated in the minute signed by the 
Government of India here in 1886. That tells you 
exactly what happened. 

6299. You instanced linseed as a crop, the export 
of which had been affected by the rise in exchange ? 
—I did not say that. This year we have had a good 
crop of linseed, and we must have a good export, I 
have no doubt. 

6300. Linseed, ns you are aware, suffers very much 
in the same way from drought as wheat ?—Yes. 

6301. The crop of linseed in the last two or three 
years has been very bad, has it not, until this year ?•— 
Until this year, yes; the crop of 1897 was 141,000 
tons; in 1890 the crop was 154,000 tons, previously 
the average was 250,000 tons from Calcutta. I admitted 
that anyone who argued that because the export from 
India in 1897 is lower than it was in 1895, the conclusion 
should be drawn that it was entirely the result of the 
closing of the mints, did not use a fair argument, 
because you must take into consideration the drought 
of 1897 and also the famine and plague and so on. 

6302. {Mr. Holland.) I understand that you aro, 
yourself, personally against the proposals of the 
Government of India ?—Entirely. 

6303. I}ut I think you gave ns to understand that 
some of your partners dissented from your views ?— 
Yes, for the interests of the firm, not the interests of 
India. 

6304. Would you like to tell us what proportion 
of your partners favour and what proportion are 
against tne proposals ol the Government of India ?— 
Some men interested in our firm hold the views which 
I have explained to the Committee. 

6305. But would you say that the majority of your 
firm are against the Government proposals ?—The 
majority are with me, hut some of the gentlemen say 
that the interest of our firm is that the Government 
should pursue the same policy which they have 
pursued hitherto. There is one thing also which 
anyone who is in India takes greatly into consideration. 
It is much more agreeable to us to have the same 
policy as the Government than be obliged to oppose 
the Government, because our gentlemen in India 
and out in the interior are in daily contact with 
the Government officials, and, of course, to be obliged 


6307. But if the monetary stringency has the effect 
of strangling trade it will be very difficult to maintain 
the balance of trade ?—If you had a reduction of 
10 per cent, of the trade, you know what would be 
the effect. 

6308. You contemplate, I understand, ultimately tha 
re-opening of the mints ?—I am certain that they will 
be re-opened ultimately, because whatever the Indian 
Government does in the shape of a gold standard will 
fail. It is a question of time ; they will be driven to 
the re-opening of the mints by force of circumstances, 
and for that reason I think that that must be provided 
against by a slow process. 

6309. You are in favour of allowing each metal, 
whether gold or silver, to find its natural level ?—Yes, 

I am against the manipulation of the currency, and 
against any artificial currency for the reasons stated 
so ably by the Government in the despatch of 1879. 

6310. In your opinion, is silver a satisfactory 
standard for India ?—Certainly, I think silver is a 
very satisfactory standard for India. Consider what 
was the result of a silver currency for Mexico. 
Mexico was a bankrupt country in 1893, now it is in 
a most flourishing state. Then, again, go to Japan ; 
the Japanese are, as a matter of course, far superior 
men to the Mexicans. Until the}' had a gold 
standard their prosperity was very great. Immediately 
they have gone to the gold standard 4i millions of the 
gold currency is exported to Europe. The Japanese 
Government out of tho war indemnity is obliged to 
send gold to replace the exportation ; they are obliged 
to take measures to restrict their importation, and now 
there is a large petition in Japan to give a bounty 
on goods and yarns to China, in order to enable the 
Japanese to compete with the mills of China, because 
Japan is on a basis of 29J-, and China is on a basis of 
silver. There is actually now a memorial, signed by 
all the cotton spinners, to tho Japanese Government 
asking for a bounty. Then in Chili the gold standard 
broke down. In Spain and Italy the gold standard 
was a failure. Even in Austria, I am afraid it is 
shaky. In Russia, where they have the gold standard, 
the Moujiks do not accept gold; they want notes 
because they are accustomed to notes, as in India people 
are accustomed to rupees. Every country wants a 
medium of circulation. The rupee is suitable for 
India ; sovereigns are not suitable. Notes are suitable 
for Russia, and are preferred there to gold, and so on. 

6311. If exchange were to fall and a gap were 
created in the revenue, you would fill up that gap with 
extra taxation, as you have described ?—Yes, I should 
rely upon that. 

6312. For that taxation you would fix your attention 
first on the question of the cotton duties. You know 
how burning a question that is in Lancashire ?—Yes. 

6313. It was a burning question when it was only 
a matter of 5 per cent. If you now propose to 
increase it to 15 per cent., that will raise feelings to a 
very high temperature, will it not ?—That is because 
in Lancashire they do not understand yet that the 
greater the prosperity of India the more Manchester 
goods will be sold. 

6314. I do not want to discuss the merit3 or 
demerits of it, but you have to deal with the view that 
Lancashire takes of this question, whether it be right 
or wrong ?—But do you think that in Indian matters 
we ought to legislate for the benefit of Lancashire or 
for the benefit of India ? 
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to oppose the Government is disagreeable, not only to 6315. I am not saying whether Lancashire is right 
us, but to all our people in India. or wrong, but you admit that they do take a certain 


6306. I think the Indian Government themselves view ?—No doubt. 


admit that the success of their proposals depend upon 6316. And you will admit, probably, that it would 
the balance of trade being sufficient to pay the sterling not be very easy to induce a Secretary of State to 
obligations. Do you think the monetary stringency adopt a policy which ran counter to that view ?—If 
at present obtaining in India is having the effect of the Secretary of State legislates for the benefit of 
strangling trade ?—Not this year, because we have India, and not for the electoral interests of his party, 
had very large crops, and the crops will be shipped he will legislate in favour of India, and in favour 
whatever may be the stringency of the money market, of a higher duty. You have seen that the Liberal 
but immediately you have moderate crops or short Government maintained the 5 per cent, duty, although 
crops, as a matter of course the high exchange will tell they knew that the Lancashire vote would go.against 
very much against the balance of trade. them. 
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6317. And a good many of their followers were 
sacrificed ?—Yes, but they had the manly courage not 
to care about losing votes in Lancashire. 

6318. You would say, I suppose, that by having an 
excise equivalent to the amount of import duty 
imposed, you would not favour India on the one hand, 
or Lancashire on the other ?—Quite so. 

6319. But, of course, you will admit that that 
would increase the ultimate cost of the goods and iu 
that way tend to lessen the demand ?—But the 
higher cost would, be easily paid by the Indian 
population if they are prosperous. 

6320. May I ask whether your Manchester partners 
agree with your views as to cotton duties ?—Entirely. 
Our leading partner was here, and he tells me that 
he concurs entirely. 

6321. (Mr. Campbell .) You say you have numerous 
agencies in the interior of India ?—Yes, 

6322. But you have taken no pains to get advices 
from them as to the state of the money market in the 
interior ?—Yes. 

6323. Have you provided your agencies with 
sufficient money for their owd purposes ?—Certainly. 

6324. Did you find in the course of your business, 
that owing to the stringency of money, you were able 
to buy produce on better terms ?—Of course. 

6325. That is to say, that the natives were pressed 
to dispose of their produce ?—They were obliged. 

6326. They were obliged to dispose of their produce 
at a lower price in order to get money ?—Yes. 

6327. Much of India’s industry is carried on with 
borrowed money, is it not ?—Yes. 

6328. Dear money and low prices caused by dear 
money have a tendency, have they not, to check 
production ?—Yes. 

6329. And if production is checked, might not that 
interfere with India’s ability to pay her foreign debt ? 
—Yes. 

6330. I suppose you consider it essential, do you 
not, in the interests of India, that she should pay her 
foreign debt in produce ?—That is the only way of 
paying the debt, she cannot pay it otherwise. 

6331. Failing her ahility to pay the debt, what 
would happen ?—The debt of India must be paid by 
the excess of exports. 

6332. But suppose exports do not suffice for paying 
it ?—Then India would be in a very bad way, because 
it will be obliged to increase the gold debt here. 

6333. There are two ways of doing it, one is 
borrowing, which you would consider objectionable ? 
—Most objectionable. 

6334. And the other by exporting currency ?—Yes, 
because silver is divorced from the rupee now. 

6335. And silver would have to be sold at 40 or 50 
per cent, below its face value ?—Yes. 

6336. You have already told us what you think 
would be the effect of melting down 10 crores of 
currency. You have also given us your opinion as 
to the influence of a high or a low exchange on trade 
and on the trade balance ?—Yes, especially the local 
trade, which is 20 times greater than the export 
trade. If you have a high rate of discount in the 
country you affect most seriously the local trade of 
the country. 

6337. The whole internal trade of the country ?— 
The whole internal trade of the country. 

6338. We have heard a good deal about the effect 
of exchange on trade, and some witnesses have said 
that the effect of a fall in exchange is only temporary. 
You do not agree with that ?—We have not found it 
so. In fact, we have only to see the exports of India, 
how they were increasing year by year while the 
exchange was falling, and what is curious notwith¬ 
standing the continued fall of exchange, the imports 
of Manchester goods were increasing in India in a 
greater ratio than the export of goods. That was 
very curious. 

6339. I do not know whether you have followed 
the trade returns sufficiently to say whether a large 
balance of trade in India’s favour takes place when 
exchangers low ?—Yes. 


6340. There are some figures here bearing upon 
that point. In 1893-94 the balance of trade was 
only 18 crores of rupees, that was the year that the 
mints were dosed, and then exchange was kept 
artificially high by the Government refraining from 
selling their bills. The following year, when exchange 

was Is. riOrf., the balance of trade rose to 37 crores _ 

doubled itself ?—YeB. 

6341. Iu the following year the rate was still about 
Is. l'60rf., and the balance of trade was 35 crores. 
Then exchange began to rise again. In the following 
year 1896-97 the balance of' trade fell to 23 crores. 
And in 1897-98 when the rate was Is. 4 d. the balance 
of trade fell to under 16 crores. Does that indicate 
to you that the balance of trade follows exchange 
to a very large extent ?—Yes. 

6342. I should like to put one or two questions to 
you as to the effect of the permanence of a low or a 
high rate. Take the competition of a silver standard 
country as against a gold standard country in such a 
thing as wheat. Suppose wheat is 12/. a ton in Eng¬ 
land and exchange is 2s., that would mean 120 rupees 
per ton in Calcutta ?—Yes. 

6343. If the price in England fell !o 8/. a ton and 
exchange fell to Is. Ad., the Indian seller would still 
get his old price of 120 rupees in Calcutta ?—Yes. 

6344. While the English producer was getting 33 
per cent, less for his produce?—Yes. 

6345. With a heavy fall from 12/. to 8/. a ton 
might it not happen that the English grower would 
l>e losing money, and could not produce his wheat at 
a profit ?—Yes. 

6346. While the Indian grower would still be able 
to sell as well as he could before ?—Certainly. 

6347. And that would continue, would it not, so 
long as the same conditions lasted ?—Yes. 

6348. While a rise of exchange might again 
deprive him of that advantage ?—Yes. 

6349. Wheat exports this year have been unusually 
large?—Yes, owing to the immense price paid here. 

635C. And that has enabled large shipments to be 

sent forwnrd in spite of the high exchange ?_Yes. 

As I said previously the high exchange could not 
check the exports. 

6351. Simply because of the abnormal state of 
matters here ?*—'Yes. 

6352. But in a normal year when prices fell to 
their old level the high exchange might tell very 
seriously ?—And will tell very seriously. 

6353. Now, as regards the ratio between gold and 
silver, do you think it would be impossible to establish 
a gold standard on the basis of Is. 4 d. ? — Yes. 

6354. It would mean 15 rupees to the sovereign ' 

—Yes. ° ' 

6355. You think that gold at 15 rupees to the 
sovereign is under value ?—It is too much for us to pay. 
We have found it so. 

6356. Gold, as no doubt you are aware, has come 
into India very largely at a higher price than 15 
rupees to the sovereign ?—Yes. The higher the 
exchange is in India the lower is the price of gold in 
rupees and the greater the attraction of gold to India. 

6357. Still, the price of gold in India has never 
fallen to the Government’s price?—No. 

6358. So that gold can still be exported to India 
and sold in the bazaars at a higher price than the 
Government offer for it ?—Yes. 

6359. Youare Id favour,undercertain circumstances, 

of a gold standard, if it could be accomplished ?_Yes 

but 1 think it cannot. 

6360. How would you acquire your stock of gold ? 
—There are twrf ways of getting gold. If we have a 
low exchange and good crops, some gold may go to 
India and the Government would take that "gold 
against rupees, say, at Is. '2d., Or we shall have to 
make a loan in sterling here to get the necessary 
reserve. 

6361. If you put the ratio low enough, gold might 
be attracted to India in the course of trade, sav. at 

Is. 2d. ?—Yes. 
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6362. Would it not be much more likely to remain 
there if it were attracted in a natural way than it it 
were sent out by borrowing money at a high rate of 
exchange ?—Certainly, it would be much better if 
gold went naturally to India than if we were obliged 
to borrow here and increase the gold debt of India. 

6363. If yon make a ratio of, say, Is. 4 d. and attempt 
to enforce it by borrowing gold to be sent out, is there 
not a danger that when you stop borrowing the gold 
will come back again ?—I think the gold will dis ■ 
appear, and very quickly, because the silver price of 
the gold will be cheap, so that there will be great 
inducement for the Natives to change their rupees for 
gold, and also immediately you have short crops and 
short exports the gold will be exported. 

6364. That is to say, gold borrowed and sent out ? 
-—Yes. 

6365. If gold went out in a natural way, you would 
expect that possibly a portion of it might come back 
again daring the slack season ?—Yes. 

6366. Still some might remain ?—Yes, as in the 
case of Egypt. 

6367. In the course of a number of years, if that 
process went on, might not India gradually in the 
natural way accumulate a considerable stock of gold ? 
—Certainly. 

6368. Now, I want just one word about redundant 
currency. You told us that you do not see any 
evidence of currency being redundant at the present 
time?—No, and I think I have proved that it was im¬ 
possible, before 1893, that the currency should be 
redundant. 

6369. But I mean at the present time ?—I see 
scarcity ; I do not see redundancy. 

6370. I suppose you would admit that, by con¬ 
tracting the currency in the way the Government 
propose, they might raise exchange to U. 4 d. ?— 
Certainly. 

6371. But the effect on trade on account of the 
contraction, and the dear money caused by the con¬ 
traction, would be disastrous ?—Yes. 

6372. And would injure India’s production ?—It 
will injure materially both the foreign and the internal 
trade of India. 

6373. If the measures taken to contract the cur¬ 
rency and to keep exchange high had the effect of 
curtailing the trade and lessening the balance of trade 
in India’s favour, would not that tend again to make 
exchange fall away ?—Certainly. 

6374. And if the exchange were to be kept at Is. 4 d. 
that would have to be followed by a fresh contraction 
of the currency ?—Yes, we should have gone from bad 
to worse. 

6375. Which would injure trade and lead to a 
further fall, and the thing might go on indefinitely ?— 
Yes. 

6376. And the result would be the destruction of 
India’s trade altogether?—Yes, there is no doubt of 
that. 

6377. (Mr, Le Marcliant.) You were alluding to 
some illicit rupees. Bo you know if the writer of the 
letter you refer to took the rupees to the Mint to be 
tested ?—I know that illicit rupees have been taken to 
the mints, and they could not distinguish the illicit 
rupees from the real rupees. They have at the mint 
either to use a magnifying glass to find them, or to 
melt them, because, in the case of some of the rupees 
that are sent, there is a certain mixture of zinc with 
the silver, whereas in the real rupees there is no zinc; 
in some of the illicit rupees there are signs of zinc. 

6378. Do you say that some were found by the Mint 
to be illicit, ail containing, when melted, an admixture of 
zinc ?—That is what I was told. But it is known as a 
fact that when the banks receive rupees to be shipped 
away to Colombo, Mauritius, and so on, there is 
always a proportion of illicit rupees. 

6379. (Mr. Campbell.) A few ?—A few. I have 
reason to think that at the seaports there are not many 
illicit rupees, but it is in the interior where they cannot 
be detected. The temptation is very great. There is 
the difference between 16<f. and lOd. 


6389. (Mr. Le Marchant.) I was asking as to the 
particular evidence showing the fact ?—The Govern¬ 
ment knows that there are illicit rupees in circulation. 
Every one knows it in India. Some comers have been 
caught at Bombay recently, and also at Lahore. 

6381. I think the evidence of Mr. Harrison was 
that the mints had practically found no illicit rupees ? 
—The coiners were caught both at Bombay and 
Lahore. If there were not illicit rupees in circulation 
there could not be coiners to be caught. 

6382. (Sir F. Moteatt.) On the other hand, if the 
coiners are caught, there will be no more illicit rupees 
in circulation?—If they were all caught; but, of 
course, you do not catch them all. 

6383. (Sir A. Dent.) Do you know of any prose¬ 
cutions ?—There was a prosecution in Bombay. It 
was in all the Indian papers. The Lahore gang was 
much more important. 

6384. (Mr. Le Marchant.) You may be alluding 
to some Farrukhabad rupees that were mentioned here 
the other day, 60,000 of them ?—That was in Bombay, 
yes. 

6385. But those are not current rupees ?—No, but 
you can make Farrukhabad rupees equally well as 
rupees of India. 

6386. My question was whether any had been 
discovered and had been tested, and proved to 
be illicit ?—Certainly. Every bank will tell you 
that when they get rupees, in what they get they 
always find some illicit rupees—some rupees which 
are considered to be illicit. They cannot detect all 
of them. I have no doubt that we send illicit 
coins into the interior ; we cannot distinguish 
them. I have seen at the club an illicit rupee and a 
genuine rupee side by side and it has been impossible 
to distinguish them. And there is this curious thing. 
Last year it was said that there were rupees in circu¬ 
lation of the year 1846. It was said that those 
rupees had been taken from hoard and put into 
circulation. Afterwards they discovered that those 
rupees were all illicit rupees. 

6887. You were mentioning th8t lower prices were 
accepted by the native producers for produce because 
of the stringency ?—Certainly. 

6388. And at the sume time that owing to 
the higher sterling price on this side, producers were 
getting relatively high prices ?—Certainly. What I 
mean is, and os you are a merchunt you will under¬ 
stand it very well, that when the sellers of produce 
are obliged to pay 20 per cent., and they have a good 
deal of produce, they are obliged to meet the merchants, 
and consequently the margiu of profit is much greater 
when you have a stringent market than when you 
have an easy market. 

6389. But, in the result, were the prices paid 
higher than usual. Perhaps your meaning is that 
they were lower than could have been obtained with 
an easier money market ?—Certainly. Look at the 
high prices here. Karachi wheat went up from 
29 j. 6c?. to 4&r. Of course, that being so, you can 
give to the native much higher prices in rupees; but 
what I mean is, that, though the natives got from the 
merchants high prices, if the money market was not 
so stringent and they were not obliged to part with 
their goods, they would have done better. You know 
very well that the competition is so great in India 
that we are satisfied with a little profit. We cannot 
get big profits in India, it is impossible; but when 
you have a very stringent money market and a 
high rate of interest, those firms who have money and 
credit make a much better business than when money 
is easier. 

6390. It is to the advantage of the capitalists P— 
Certainly. 

6391. I think you said that a high exchange tended 
to check production, and that it had checked produc¬ 
tion ?—I said that high exchange is bound to check 
production. That is self-evident. 

6392. Did you not say that it had done so already ? 
—In some articles. 
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Mr - -4. 6393. Does the area under cultivation show a 

RaUl - tendency to diminish ?—J am not ready to answer 
11 July 1898. l ,ut w * lat I say is, if we had had low exchange 

______ " the area of cultivation would have been very much 

more extended. This year the crop of indigo in the 
Doab and Benares will be very much reduced, 
because we have arrived at prices which do not pay 
the cultivator. 

6394. There has been a fall in the sterling price of 
indigo as well ?—Yes, but if you had a low exchange, 
that would have helped it to that extent. 

6395. For the time being ?—No. I say, if, instead 
of drawing at Is. 4 d., the indigo buyers could have 
drawn at Is., it would have given to the cultivator of 
indigo 25 per cent. more. 

6396. And you consider that applies to other 
countries as well where exchange falls?—In every 
country where exchange falls they can give in the 
currency of that country a larger amount. 

6397. So that, for instance, Brazil benefits in that 
way ?—I have a friend who does a very large business 
with Brazil, and he tells me that if exchange had not 
been so low they could not have exported all the coffee 
As exchange has been low, they have been able to 
export a very large crop of coffee. 

6398. You think that conduces to increased produc¬ 
tion there—not merely the mercantile export, but the 
absolute production of the country ?—You mean if the 
exchange is 7 d. in Brazil ? 

6399. Yes, or lower ?—As long as the wages arc 
paid in a certain currency, and that currency is 
accepted by the people, then as long as the Government 
is not insolvent, it does. 

6400. And you hold that those conditions are likely 
to continue—that wages are likely to remain low?— 
Where ? 

6401. In Brazil. I ask that because you have stated 
that, so long as certain conditions held good, produc¬ 
tion might be assumed to remain as it is, or to 
increase. Of course, the question would arise whether 
those conditions would continue ? — I cannot be 
expected to say that if Brazil gets insolvent it will 
be good for the country. 

6402. You were mentioning Russia. How has 
production been affected there by the gold standard ? 
—It has increased of late years, but they have not 
the real gold standard in Russia yet. 

6403. But the rouble is maintained at par ?—Not 
at par. It is much lower than what it was. The par 
was 38 pennies some years ago. Now it is 26 or 27 
pence. 

6404. But that is maintained?—Yes, with fluctua¬ 
tions. 

6405. With regard to the price of the Indian 24 
per cent, sterling loan. You were alluding to the 
price at which the issue now being made may be 
taken, and you mentioned 88| ?—Between 884 and 89. 

6406. You referred to the difference between 
that price and the price in 1896, which, for a short 
time, was about 103 ?—It went as high as 101. The 
loan was issued at 103 and it went up to 101. 

6407. And that difference you regard as the 

measure of a fall in the credit of the country ?— 
Yes. J 

6408. Has there been a similar fall in the 
sterling 3 and 34 per cents. ? — The comparison 
I made was this: Consols in 1896 were 113; 
Metropolitans 2| per cents., 1064 ; Indian 24 per 
cents., 103; London and North-Western 3 per cents., 
124. Now, Consols are 111J; Indian 2| per cents, 
are 884 5 Metropolitan 24 per cents, are 99; and 
London and North-Western 3 per cents, are 119. 
What I say, then, is that the Indian credit, measured 
by those prices, has very much deteriorated compared 
with other similar securities. 

The witness 


6409. Do you also take into account the Indian 34 
per cents, and 3 per cents. ?—I have not examined the 
Indian 3 per cents, and 34 P er cents- What I wanted 
to explain was this : Indian Government now makes its 
loan at 24 per cent. ; well, what was the price of a 
similar loan issued in 1896 ? 

6410. I observe from the return that Indian 3 per 
cents, varied at that time between 113 and 1154—let 
us say 114, as a middle price. They are now a little 
better than 107. The difference there is practically 
the same as in the case of the London and North- 
Western 3 per cent. Debenture Stock. Do you not 
think that that points to some circumstances of the 
market ?—But you have the test now, the 24 per cents. 
You can test the market by issuing a loan; that loan 
will be taken at 884 to 89—I do not know whether it 
will go to 89. Two years ago it was 103 and 104. 
1 hat is the test. As to the other loans, well, you are 
not issuing a loan now at 3 or 34 per cent, in order to 
test the market. 

* 6411. May not the market price be affected by 
circumstances such as the amount of existing issues or 
the extent to which they have been placed in the 
hands of investors ?—The credit of the Indian Govern¬ 
ment is what they will get to-morrow. 

6412. But there may bo a difference in the market 
for one loan and the market for another ?—But the 
same remark applies to 1896—97, when you got 103 
and when you got 161. 15 s. The same remark 
applies to all. Every time you issue a loan it is a 
now loan. It was a new loan in 1896, when the price 
was 103, it was a new loan in 1897, when it was 
96/. 15*., and for what you got at 103/. in 1896, and 
at 96/. 15s. in 1897, you can only get at 884 in 
1898. 

6413. Apart from that issue, the price the other 
day was about 91 ?—Because the issue hud not taken 
place then. 

6414. The difference between the 91 and the 103 
or 104 you take as the measure of credit ?—You could 
not have sold at 91—the price was nominal, and for a 
long time past you could not sell the 24 per cents., 
there were no buyers. 

6415. But as to the 3 per cents. Would you admit 
that it was possible to sell them at a less difference 
from their quoted price ?—I have not made inquiries 
about the 3 per cents. The only Indian loan about 
which I made inquiries was the 24 per cents., because 
we have the intention to apply for some, and we 
Wanted to be posted up about the 24 per cents. 

6416. Would you view the 3 per cents, as any test ? 
—In my case the 24 per cent, was quite sufficient. 

6417. In speaking just now of exports and imports, 
you made some remarks as to a connexion between 
net exports and exchange. Now, taking exports alone, 
is the amount larger in years when exchange is low, 
and vice versa ?—That is a question which nobody can 
answer, because the export depends not only on the 
rate of exchange, but also on the crops. If you have 
large crops, you are likely to have a larger export. If 
you have short crops, you will have lesser exports. 
But what I mean is, that when the exchange is low it 
favours exports, increases the cultivation, and must 
increase the exports, and you will have in the long 
run larger exports. It is quite misleading to draw 
conclusions from statistics, proofs drawn from statistics 
are sure to be wrong somewhere. For instance, 1891 
was a very large year, and we had the high rate of 
exchange. Why ? Because we had an immense 
demand for wheat here, and very high prices. 

6418. In fact there are a great many conditions 
apart from exchange —Certainly. 

6419. (Sir F. Mowatt.) Are there any other 
observations you would like to make in addition to the 
evidence you have already given ?—I have a great 
deal more to say, but I am exhausted. 

withdrew. 


Adjourned. 
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Present; 


The Right Hong £R HENRY H. FOWLER, G.C.S.I., M.P, in the Chair. 


The Lord Balfour of r 

Sir John Muir, Bart 

Sir Francis Mowa' ^ 

Sir David Barbc ,.g j 

Sir Charles C aite, K.O.S.I. 

Sir Alfred r .v.C.M.G. 


Mr. Robert Campbell. 

Mr. Everard Hambro. 

Mr. W. H. Holland. 

Mr. F. C. Le Marchant. 

Mr. Robert Chalmers, Secretary . 


Mr. Hbnry Lewis Raphael called and examined. 


642f .airman.) You are a foreign banker and 
ess is 25, Throgmorton Street ?—Yes. 

9L. a How many years have you been in business ? 
^iose upon 50 years. 

6422. We want to hear your opinion upon two or 
three points which are before us for inquiry. In your 
business have you a large connection with the Indian 
trade ?—No, I have not. 

6423. With Indian banking ?—With all kinds of 
hanking except Indian banking. I have an intimate 
knowledge of the precious metals and their use, and 
in fact a practical knowledge of business, more 
practical than theoretical. 

6424. Do you recollect when the Mints were 
closed in June 1893 ?—Yes. 

6425. Will you tell the Committee what was your 
opinion as to that course ?—It appeared to me that the 
closing of the Mints was the result of fright occasioned 
by the cessation of the purchases in America of silver. 
The exchange, I believe, at that time was Is. 2^d .; it 
had declined a few previous months from a somewhat 
higher level. It was thought that the rupee might 
decline to Is. or below. It appeared to me completely 
the result of fright, because during the decline of silver 
which began in 1873 till the Mints were closed, the 
Government of India had been able to pay the 
increased charges for remittances to England, and yet 
found that they had had on average surpluses rather 
than deficits. I believe I am correct in stating that 
this was so, from 1873 to 1893. 

6426. Will you repeat what you said about deficit 
or surpluses ?—I say that on an average the surpluses 
and deficits almost balanced each other, or If anything 
showed surpluses. Owing to the increased trade and 
the prosperity of the country the taxation had been 
so much greater that the Government could meet the 
enormous increase in cost of remittances to England. 
When the Mints closed there was a sudden fall to be 
faced .from Is. 2 \d. to Is. I will say Is., perhaps it 
might have gone lower. That of course would have 
necessitated fresh taxation of say about 6 crores of 
rupees. The fall in exchange benefited whom ? Only 
the owners of the land. There is no doubt about this, 
that if the exchange went from lv. 3d. to Is. the 
owners of the land would have sold their produce for 
gold and that gold would have been worth in rupees 
20 per cent more. Therefore upon the owners of 
the land should have fallen the Government loss 
owing to the altered state of the currency. I am 
quite aware that the land tax is fixed for a certain 
number of years, but the first thing of impor¬ 
tance is that the Government should pay its way 
and if the taxation had to be raised it should have 
been raised from the landowners. If the Govern¬ 
ment of India had been far-seeing, as soon as they 
saw that silver was declining and declining constantly. 


if they had insisted that the land tax should be fixed 
in pounds sterling but payable in rupees at the 
exchange of the day, or say at the exchange of the 
last three or six months, the Indian Government 
would then have been totally independent of the fall 
of the rupee whether it went to Is. or 11 d. They 
would have received so many more rupees from the 
landowners which would have compensated for the 
loss in exchange. 

6427. Do you moan by that that you think the 
Indian Government should have raised, say, the land 
revenue ? Taking it that on a certain portion of land 
the revenue is 50 rupees per year, and that that was 
fixed when the exchange was 2 s., or say 51. a year. 
Suppose the exchange had fallen considerably, do you 
mean that you would have raised the rupee rent ?—It 
would practically have amounted to raising the rent. 
If the tax had been 500 rupees, fixed at, say, 2s., that 
would have been 50/. If the rupee had gone down, 
say, to Is. 4 d., it would have been 750 rupees that 
would have had to be paid instead of 500; and, after 
all, it would have been no loss to him, because he 
would be selling bis produce at 50 per cent, higher 
If his produce were worth 1,000/. when the rupee was 
2s., he got for that 10,000 rupees. For that same 
produce, if the rupee had gone to Is. 4<7., would not 
he have got a third more rupees ? 

6428. But is not there the difficulty that the 
Indian Government, have practically entered into a 
contract? It is like a lease; they have let the 
laud to him upon payment of so many rupees per 
annum; and it would seem to me, and I suggest it to 
you for your consideration, that they are not at liberty 
either to raise that rent as against the tenant, or 
lower it as against themselves ?—I know that, 
comes to this. You may say that stopping the J ‘ 

and artificially making the rupee Is. 4 c?., is a b 
contract with the country. The question if 
certain arbitrary and despotic measure / z / be 
taken. The Government of India ?' iat 0 £ 
closing the mints and raising the ry /\ s 4 ^ 
Now, was it more judicious to do the , j pt A ’ 
people who are benefiting by the f/ .e rupee pay 
the extra taxation m spite of thy xt wh f ch 
entered into? The existence of overnmentis of 
paramount importance. The ' ,nt of its debt is 
aiso of paramount importer fa must reme mber 
* 9 * as the tax ,s raised ty ^ a most unfair tax 

I Ra IflJln is vflinpn Anri / /1 /* 


Tje land is valued,.and 
the Government and In 
the difference whether/ 
exchange was at 2s. / 
man whose land wy 
at Zs. has an enor/ 
6429. Your oy 
to have raised thf 


.alf the profit goes to 
/> owner. It makes all 
hie was taken when the 
it was at Is. 4 d. The 
4 at the time the rupee was 
Vantage to-day. 

/hat the Governjnent ought 
fenue ?—Yes. 
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6430. Now whnt is the next point ?—The '** 9 0Q 
the depreciation of the rupee had to be marfe g ,J od 
somehow or other. The landowners were being 
benefited by the fall of the rupee and it was for them 
to make good the loss. 

6431. (Sir F. Mowatt.) Do you suggest that the 
rent should have been immediately increased, or in¬ 
creased at the end of the lease in the ease of each 
contract ?—I say that if originally when silver began 
to fall the Government had decided that the land tax 
should he fixed in pounds sterling, but payable in 
rupees at the average exchange say of the last three 
months or the last six months, the Government 
would have been in a perfectly independent position 
if the rupee had gone down even to 1 Or/. 

6432. (Chairman.) Would not that be practically 
establishing a gold standard at once ?—I think not. 
The Government had to provide for a certain amount 
of gold payments, and out of that taxation they would 
have secured sufficient to do that, whatever the ex¬ 
change went to. 

6433. Now, that not having been done, what do 
you think of the policy of the closing of the Mints 
in the state of things that existed in 1893 ?—By 
closing the Mints the Government has to a certain 
extent taken upon itself the future currency of the 
country. If you look at other great countries, 
England, France, Germany, Ac., currency arrange¬ 
ments are totally independent of the Government. 
The position of the Government is to get in taxation, 
and to see that it gets sufficient, but not to regulate 
the currency. The Indian Government, destroying 
a currency which had proved itself most suitable to 
the country for a great mnuy years—a currency which 
perhaps is not in itself as good as gold—by destroying 
it without putting in its place anything, practically 
took upon itself to keep the rupee up to It. 4 d., not 
by natural economical laws bat by the sheer strength 
and credit of the Government. 

6434. You say it is no part of the duty of Govern¬ 
ment to regulate the currency of the country. Who 
demonetised silver in Germany ?—The Government 
only altered the currency, but had nothing to do with 
its management. Out of the war indemnity, which 
amounted to a very large sum, they devoted a certain 
portion to defray the loss in selling a portion of their 
silver, and acquiring an amount of gold. That done, 
the German Government had nothing further to do 
with the currency. 

6435. Did they not fix the rates, and what was to 
be the value of all the coin in the country ?—The 
price of gold was fixed in all the great countries at 
that time. In France it has been the same ever since 
I have been in business, nearly 50 years. 

6436. Is not the French currency very strictly 
under the control of the Government ?—No. 

0137. Is it not under the control of the Bank of 
France ?—Yes. 

6438. But the Bank does not make its own laws ?— 
It does not make its own laws, but the law being made 
it carries it out. In England the terms upon which 
p'uecie payments were resumed under Sir* Robert 
peel’s Act were defined, but it was left to the Bank 
of p^uglarul to carry out the law'. 

643 'Jh You are referring, I gather now, to the daily 
working . 0 ^ H currency which had been previously 
called into existence and enacted by law ?—Yes. 

6440. Th® n you think that the closing of the 
Mints was in,' ur ‘ ou3 India ?—I think the closing 
of the Mints hai* been highly injurious to India. In 
the first place it h3 s deprived it of its currency. You 
must acknowledge J he g»'eat increase of. production 
and prosperity in Iniii a since silver has fallen. That 
is not entirely owing to tbe fall of silver, because the 
opening up of the countrj by railways must account 
for a great deal. Nor can you take the actual figures 
of the exports as showing th® entire increase of trade. 
The exports have doubled sinQ e silver began to fall in 
1873 ! but you must consider that those exports are 
expressed in rupees, and not in sterling. It the 
exchange had remained at 2s.( it would not have 


represented so many rupees. So that you cannot say 
that the trade of India has doubled, although the 
amount of rupees representing that trade has doubled. 
Still there can be no doubt that India during the 
decline of the price of silver went on increasing in 
prosperity and its trade increased. Now comes the 
closing of the Mints and the subsequent raising of the 
rupee to 16<«., to ©fleet which a continuous stringency 
the money market was necessary. Now I ask 
you,- suppose in this country the Bank of England 
were i° keep up the rate at 10 per cent, and everybody 
knew that, if it eased off during the summer, there was 
the 10 per’ cent, rate waiting for them in the autumn, 
what would be the state of trade and prosperity of 
England ? 

6441. Then tfpder those circumstances are you in 
favour of the re opening of the Mints ?—Decidedly, if 
it is possible. Whe7> I say if it is possible, I mean if 
the Government of Indi& are a ble to levy extra taxa¬ 
tion equivalent, to the l(h 8S on exchange. To-day 
the exchange is 1*. 4 a., and assuming it went to Is., 
the Government would have to fine ^4 crores of rupees 
extra revenue. 

6442. The loss on exchange last y®ar at a rate of 
Is. 2d. was 12 crores. When it was Is- Id- the 
loss was 14 crores ?—I anr not speaking 8? the lbss, 
but the extra loss. I am taking it to-day a t I6rf. 
It requires 25$ crores of rupees to pay the 17 nitons 
of debt. I say that if exchange went to 1 2d. it 
would require 34 millions. Therefore necessarily 
there would have to be found 8 4 million rupees to pay 
the loss consequent on a fall from 16<f. to 1 2d. 

6443. (Sir D. Barbour.) Of course there are 
other charges. There is the pay of the British soldier 
and exchange compensation to be allowed to British 
officials ?—That makes it worse. 

6444. (Chairman.) You thought that extra taxa¬ 
tion to tho amount of 8J to 9 crores would be suffi¬ 
cient. I am pointing out to you that it would have 
to he 14 or 15 crores ?—14 or 15 crores; and the 
land tax at the present day is what ? 

6445. In 1897 the net land revenue was 29$ 
crores?—I was under the impression that half the 
taxation was raised by the land tax. 

6446. What your opinion comes to is this. You 
think that the Indian Mints should be re-opened if 
possible, and the condition of possibility is the power 
of the Indian Government to impose fresh taxation 

amounting in round figures to 14 or 15 crores?_ 

Precisely. 

6447. Now, will you tell us what your opinion is 
of the plan proposed by the Government of India ? 
—The Government scheme is that of continually 
squeezing the money market—as I said before, 
not for once, but incessantly—for the purpose of 
maintaining an exchange of Is. 4 d. They perceive 
that as soon as money gets cheap after the shipping 
season exchange goes down. In chapter 23 of their 
report the Government admit that the annual pay¬ 
ment of 16 or 17 millions sterling has to take place 
in exported produce, but not a word is said of the 
effect on trade which this constant tightening of the 
money market will produce It appears to me 
that the Government is practically iudifferent to 
all considerations other than maintaining exchange 
at 16d. No doubt they could do it for the time 
being by squeezing the money market, but it would 
be at the cost of the prosperity of the country. The 
whole scheme of the Government is in my opinion so 
inadmissible that it appears waste of time to pick it 
to pieces. They say in chapter 21, “ If we do what 
“ we want we shall then have practically a currency 
“ similar to that of France.” Can anything be more 
absurd ? The French have practically a gold currency. 
The 40,000,000 sterling of silver at the Bank of France 
will lie there perhaps till doomsday, but if it were 
thrown in t he sea France would not be the worse for 
it. 

6448. What is the circulation of silver in France ? 
—It is difficult to estimate. Probably a milliard and 
a half, or sixty millions sterling. In France no great 
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abundance of 5-franc pieces are in circulation. The 
circulation is carried on partly in gold and partly in 
notes of the Bank of France to the extent of about 
three and a half milliards, but there is no super¬ 
abundance of silver. When you buy anything you 
do not receive a lot of 5-franc pieces in the way of 
change. Practically, France has a gold currency. 

6449. As a banker, suppose you drew a large 
cheque on the Bank of France, are they bound to 
cash it in gold ?—No. 

6450. Would they cash it in gold?—No. 

6451. They would make you take a certain quantity 
in silver ?—The Bank of France has, of course, accu¬ 
mulated this amount of gold by very careful manage¬ 
ment. Further, the result has been caused by the 
immense wealth of the country, and the enormous 
amount of money which foreigners bring in every 
year. They have accumulated this gold without being 
under the necessity, like other countries, of raising 
large loans. If there arise any great demand caused, 
for instance, by a short harvest, the Bank of France 
is always ready to give gold, but if they can get a 
premium they do not give it at par. For all practical 
purposes anyone who has a bill on France can, within 
^ per cent, or | per cent., reckon to get payment 
in gold. What has the Government of India got 
when it carries out this plan ? It gets a bi-metallic 
currency which everybody knows no country can 
maintain. The silver is sure to drive out the gold. 

It might be asked, why does not it do so in France ? 
The answer is because France is in such an abnor¬ 
mally favourable position. It is a creditor country ; 
it holds an enormous amount of foreign securities. 
The amount of Russian loans alone is said to be 
something like 120 or 200 millions sterling; in fact 
they are, like ourselves, a large creditor country. 
It is the pleasure ground of Europe, and foreigners 
spend enormous sums. Now for the Indian Govern¬ 
ment to say, : “We shall be in the position of the 
Bank of France,” is absurd. If they were in the 
position of France there would be no necessity, I 
am sure, for you gentlemen to be considering the 
currency question. 

6452. Have you any other criticism to make on 
their scheme ?—I thought the proposed plan of 
tightening and squeezing the money market so objec¬ 
tionable, that it was useless to urge other objections. 

I consider their scheme would be impossible to carry 
out. 

6453. Now do you think a gold currency is feasible 
in India ?—I do not. 

6454. Do you think a gold standard is feasible in 
India?—A gold currency means that nil payments are 
made in gold, and that silver is confined to token money. 
If anyone defined a gold standard it would be that gold 
is the standard of all value, and that silver acts as a 
token for the payment of small amounts. That being 
so, the Government would have then to reduce the 
amount of silver in circulation. L believe it is placed 
at Rx. 120,000,000 or Ilx. 130,000,000. That of course 
would be much too large an amount for token money. 
If Rx. 120,000,000 or Rx. 130,000,000 suffices to carry 
on the trade of the country now, token money of that 
amount would be much too large. The first thing they 
would have to do would be to reduce it. India would 
require a very large token currency on account of the 
smallness of payments, and I should think, perhaps, 
you may reckon that a third of the silver currency 
would have to be withdrawn. To do this they would 
have to find the money by loan. To say that the 
Value of silver would be a partial set-off is, I think, 
very problematical. The Government say 180,000,000 
of silver is produced annually, and to sell another 
30,000,000 would make very little difference in the 
price. But they speak without experience. The 
smallest amount for which there is no requirement 
lias an extraordinary effect on a market. You had 
recently a rise in wheat of 50 per cent.; then if you 
niake a rule of three sum you would say there must 
have been a deficiency of 50 per cent.; nothing of 
the kind. It was the smallest amount of deficiency 
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from now to the next harvest that brought about the 
rise. If the Government think that they can dispose 
of any amount of silver they are mistaken. The fact 
of the smallest amount of silver coming from India 
to this country to be sold would paralyse the silver 
market, and it would be impossible, or practically 
impossible, to sell it. Besides providing a large sum 
of money for the redemption of the token money, it 
would be necessary to acquire a gold reserve. When 
you come to the question of reserve it is a very 
difficult matter to say what would be sufficient; but 
assuming a moderate amount, say 20,000,000/. sterling, 
and adding to this another 10,000,000/. sterling for 
the loss on token money, there would be 30,000,000/. 
sterling to be borrowed; an operation which I think 
would be a most difficult one to carry out. It could 
only be boiTowed in England, because other countries 
are not in the habit of investing in Indian securities. 
In my experience the price at which an Indian loan 
could be issued for anything like 30,000,000/. would 
he low. Of course, they would not issue the 
30,000,000/. all at once; but still that 30,000,000/. 
would be required, and the effect of issuing it in 
instalments would perhaps be greater than if the 
30,000,000/. were issued at once. If it were known 
that every four or five months there would have to 
be a loan, the capitalist class would abstain. Then 
supposing this difficulty were overcome, and the 
money found, there would be the question of hoarding. 
The hoarding that takes place must be taken into 
account; it is not an imaginary thing. In this 
country the savings go into savings banks and invest¬ 
ments, but in India I believe that is not the case. 
All the profits they make, and what they save, go into 
ornaments if not into actual hoarding. The hoarding 
naturally would not take place in token money, but in 
gold. Perhaps you may fix the legal tender at 10/. as 
against 21. in this country; you might do that in 
India, but it is not natural that any man will take a 
depreciated silver coin when he can get a gold one. 
Suppose you and I were hoarding, we should 
not put our money in shillings and half-crowns ; we 
should put it into pounds sterling, which is worth a 
pound sterling all the world over. For this reason 
you cannot say what amount cf gold would be 
required. It would be a constant drain ; it would not 
only affect the English money market, which is after 
all a consideration for the Indian Government, because 
England is a large absorber of her produce—— 

6455. However, you think it would be an impos¬ 
sibility for the reasons that you have stated with 
reference to the amount of money it would cost to do 
it ?—Yes. 

6456. Now will you tell us your views on the gold 
standard without a gold currency ?—It appears to me 
that if a gold currency is impossible, and a silver 
currency is, if not impossible, yet in view of the enor¬ 
mous amount of extra taxation, practically so, the only 
substitute is a gold standard; that is to say, the 
Government taking upon itself, with all its resources 
and all its credit, to maintain the rupee at the price 
it may determine, which for argument sake we will 
take to be is. id. I have seen Mr. Lindsay’s scheme. 
All schemes of a gold standard without a gold 
currency must be on somewhat of the lines of Mr. 
Lindsay’s scheme, but what I do not like about it 
is the withdrawal from time to time of the silver. 
He would be constantly withdrawing silver, selling 
it, and then when money was dear again coining 
it. I believe the currency in India is none too 
large ; for many years 3^ crores of 'silver whs coined 
and went into circulation. In 1893 so many rupees 
came out from different parts of the world and from 
hoards to be exchanged for bar silver that for the 
moment it added to the currency of rupees in India ; 
but I believe as the population grows up and as India 
increases in prosperity, and as her trade increases, it 
will not only be undesirable to decrease the silver 
circulation, but it will be expedient -to increase it. 
Therefore, I am against any system which decreases 
the silver currency. 
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64,57. But that is not an essential part of his scheme, 
is it ? If I recollect rightly, he only brings it 
into operation “ if the gold standard reserve should 
“ decrease to apprehension point, that is, show a like- 
K lihood of becoming exhausted.” However, that is 
the danger that you apprehend—that it would con¬ 
tract the silver currency ?—If you contract the silver 
currency there will not be sufficient currency. 

6458. But that is the danger that you apprehend 
from Mr. Lindsay’s scheme, that it will involve 
contraction of the currency?—Yes. I believe it is a 
mistake on the part of Mr. Lindsay that a large 
amount of silver could be sold. If, for instance, the 
reserve should get dangerously low, it is a fallacy to 
think of sending to England a large amount of silver 
to be sold, because it could not be sold. As I said 
before, all these schemes must partake more or less of 
the same character; that is to say, a large reserve of 
money and the whole credit of the Government to 
support it. Before I knew of Mr. Lindsay’s scheme, 
I had a plan which, if you like, I will propound. 

6459. Yes, I was going to ask you whether you 
had any alternative system. We shall he very glad 
to hear that ?—My plan was as follows:—That the 
Government of India shall through an office, but 
practically the Government, always buy and sell 
transfers in England at Is. 4 d., but in cither case 
charging ^ per cent, commission. By this means 
exchange would be fixed and banks and others would 
not have the fear of loss on exchange if in the 
active seasons they drew their money over from 
England. In fact, I think it is very questionable 
if a bank would think it worth its while to pay 
the two ^ per cents, in returning to England anct 
getting it out again. In fact, it would establish a 
fixity of exchange. The Government in London 
would have to fix Is. 4c?. as the minimum at which 
they could draw, otherwise the hanks would make a 
profit out of the Government. There is no doubt that 
in the dead season the Indian Government in London 
would not be able to sell its bills. During that period 
it would have to make transfers, to take the money 
from the Government account and make transfers 
from the currency account. There must be a reserve 
held in England. I should say the reserve should 
take the form of a credit to issue from time to time 
up to 15,000,000/. of Treasury bills. If those 
Treasury bills were English Treasury bills it would 
he much the better. I fear there might arrive a 
period when it would he no easy matter to dispose of 
this amount of India Treasury hills. I do not think 
such a large amount would ever be required ; hut 
still there may be a time when a very large amount 
might have to be issued. If you could get the 
English Government to allow the issue of their own 
Treasury bills it would make the plan very much more 
feasible. Furthermore, I would have at the Bank of 
England a sum of 5,000,000/. of gold to be acquired 
by degrees. I do not say that this 5,000,000/. of gold 
is essential to the scheme, but it would give an extra 
amount of confidence, and it would be a protection to 
the London money market. If money were very 
tight in London from some cause or other, and the 
state of credit was not what could be desired, it would 
he a great thing to have this 5,000,000/., which, in 
ordinary times, should be kept separate. When needed, 
it could be transfered to the issue department, relieving 
the money market. On that ground I think it would be 
very advisable to have the 5,000,000/. of gold. As 1 said 
before, I would not recommend the curtailment of the 
present silver currency. If things go right in India, 
that is to say, if this currency question gets settled, 
and trade is not hampered by dear money markets, as 
the prosperity of the country increases, I feel confident 
that you will be obliged to add to the silver currency. 
Of course it will require to be done with a great deal of 
judgment, and I should propose that the Government 
have the power to do it, and that any profit which 
arose from that operation, which would be consider¬ 
able, should be set apart in gold as a reserve. If, for 
instance, one crore of extra silver were required each 


year, at the end of 20 years this reserve would amount 
to a very considerable sum. Then again, as to the 
success of such a scheme. It. cannot be said that it is 
a perfect system of currency ; in fact it is no system 
of currency at all; is is a substitute for a position 
where a currency in either of the metals has been 
found impossible. What can occur if you have a 
credit of 15,000,000/. in Treasury bills here, and 
5,000,000Z. of gold, that is 20,000,000/ ? That at 
Is. 4d. would he 30 crores of rupees. To absorb that 
30 crores of rupees, this amount must go out of circu¬ 
lation in India. Is it likely that 30 crores could be 
spared out of 130 crores ? Therefore I think that the 
scheme has a fair chance of success. Mind you I do 
not admire the idea of a gold standard without a 
currency, but it is only an alternative scheme when 
an actual currency either in gold or silver has been 
found impossible. I had, for a considerable time, 
doubts whether the scheme might not break down in 
the event of a war or a mutiny, looking at the worst 
state of things that could happen in India—but after 
reflection it occurred to me that at those times money 
has always poured into India for the payment of 
troops, &c. Therefore I do not think we need take 
into account any extraordinary state of affairs in 
India I think that under a normal state, this plan 
would work fairly well ; hut the Government of India, 
with the assistance of the English Government, must 
support it with its entire credit. 

6460. At all events you think it would produce a 
stable exchange ?—I think it would. 

6461. And do you think that would be an advantage 
to the trade of India ?—I think it would he an ad¬ 
vantage in this way—that banking money could safely 
go to India. A.t present the banks are working, not 
with their own capital, but with their deposits, 
because they fear the loss by exchange. I think it 
would induce other people also to send money out to 
India. 

6462. It would increase in that way what is called 
the loanable capital in India ?—Yes, the loanable 
capital would be increased. Eighty per cent, of the 
trade of India is with England, but as for the 20 per 
cent, of the trade with China and other silver-using 
countries, you cannot get over the disadvantage which 
India will be at with those countries. It is impossible 
1o get over it except you have a silver currency, and 
then, of course, they would all stand on a par. As 
to the trade with England, which is 80 per cent, of the 
iota! Indian trade, it would be a great advantage to 
have a fixed currency. Banking money would go out 
there and by degrees other money. And moreover, 
bankers, if there was a great stringency in India, 
could use their London credits, which they are afraid 
to do now. 

6463. {Mr. Campbell.) First of all with regal’d to 
a gold currency, I think you say that that is imprac¬ 
ticable, because the silver would drive out the gold ?— 
Do you mean a purely gold currency. 

6464. To have gold as the standard currency and 
silver as the subsidiary currency ?—/sTo, I did not say 
that. 1 said if you have the double standard, it 
would have that effect, but if you make silver token 
money, that is another thing. 1 say that in the latter 
case all the hoardings would take place in gold ; no 
one would hoard token money when he could get a 
real coin. 

6465. Would not that depend to some extent upon 
the ratio fixed between the two metals ?—I do not 
think that would make any difference. You mean 
whether it was Is. 2 d. or Is. 4 d. 

6466. Whether it was 15 or 16 rupees to the 
sovereign ?—I should think the principle would 
remain the same. As to fixing the ratio at Is. 3d. 
or Is. 4 d. there is a good deal to be said pro and con. 
If you fix it at Is. 4 d. it is so much the better for the 
Indian Government, and it is continuing a policy 
aimed at since five years. That policy is practically 
what I propose now. That policy has till now not 
been successful owing to the uncertainty of the 
Government. On the other-hand, there are advantages 
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in 1*. 3d. This rate would enable India, as a silver 
country, to the extent of the difference between Is. 3d. 
and Is. id,, to compete with silver countries, and it 
would be nearer to the silver value of the rupee, 
although very far from its actual value. 

6467. I think you spoke of India as a debtor 
country ?—'Yes. 

6468. Of course, you are aware that India, although 
a debtor country, has hitherto always paid her debts, 
and not only paid her debts, but has a considerable 
surplus to get back, which she has taken year by year 
in the form of gold and silver ?—Yes. 

6469. I do not know whether you know about the 
average amount which India takes every year in the 
shape of gold and silver ; it is somewhere about six 
millions sterling ?—Yes. 

6470. During the time that the mints were opened 
she was able to take as much gold and silver as sufficed 
not only for currency purposes but for hoarding and 
for other uses to which gold and silver are put ? 
—Yes. 

6471. Is there any reason why with a gold currency 
and unfettered trade she should not be able to do so 
still ?—With a gold currency ? 

6472. With a gold currency why should not she be 
able to take sufficient gold to supply her currency 
requirements and all other requirements ?—That is 
returning to the old question about the gold currency. 
Firstly, if you have a gold currency which could only 
be kept up by a gold reserve of very large magnitude, 
and that raised by loans made in England, the effect 
on the London money market, would be very bad and 
Indian produce consequently would fetch in Europe 
a very much lower price than otherwise. 

6473. If the rate were fixed low enough to induce 
gold to go out to India as currency in a natural way, 
do you think it would he necessary to raise largo 
loans in order to form a reserve ? I will explain 
what I mean. Last year India took close on five 
erores worth of gold—imported it—and it was all 
sold in the bazaar at a higher price than the Govern¬ 
ment offered. Suppose the gold price had been 16 
rupees instead of 15 that price might have attracted it 
to the currency department?—Jam not in a position to 
say because I do not know India, but I speak from 
general experience, that when people will have a 
thing, the dearer it goes the more anxious they are to 
have it. 

6474. That is quite true, but the higher the price 
the more near you are to the point when people will 
sell it?—I do not think so. You have had the proof 
when the rupee went down to 1,5. 2^d.; did the 
hoarders of gold show any desire to realise it ? 

6475. During 1894-95, when the exchange went 
down to Is. I id. or thereabouts, they exported more 
gold than they imported ?—They did that year, but 
to a very small extent. 

6476. What I wanted to get at was this, whether 
you think that gold might be acquired without 
borrowing in the same way as Egypt acquires it ?— 
I do not think you can compare Egypt and India. In 
fact there are no two countries that you can compare, 
all the circumstances are so very different. 

6477. Egypt now takes annually three or four 
millions of gold during the busy season and re-exports 
a portion of that during the slack season. Might not 
India be in a position to do the same thing ?—Have 
yoi* not been trying it for the last five years ? 

6478. At a rate of Is. id. ?—But have you any 
reason to think that if you had fixed Is. 3d. there 
would have been any difference. 

6479. That is what I wanted your opinion upon ? 

_My opinion is that it would have made no difference. 

All the countries that have returned to gold payment 
have either got large indemnities from war or made 
loans. Japan and Germany made the indemnities 
pay the cost of their standard, hut Italy, Austria, the 
United States, Chili, all purchased gold, and we know 
with what results as regards some of them. 

6480. Then with regard to your own alternative 
scheme, you propose that the Government should buy 


and sell at Is. 4 d. with a margin of ^ per cent. ?—Yes, 
I would not fix it large because I think it is better to 
allow free interchange of money and that would 
induce people to bring money hut to India. 
Mr. Lindsay fixes his rate, I think, a great deal too 
high. 

6481. You are alluding to the fact that the Govern¬ 
ment must sell about 171 millions sterling worth on 
India every year?—Whatever it is: the blue hook 
says 17 millions, if it is 171 millions they will have to 
sell 171 millions. 

6482. For some years the Government have not 
been able to sell the whole 17 millions at Is. id. 
When that occurred they would make a transfer from 
the currency department ?—During certain months 
out of the shipping season I have no doubt the 
Government would not be able to sell their bills, 
but would have to wait till the shipping season 
commenced. Then I think from all the evidence we 
have of the balance of trade being in favour of India, 
there is little doubt that they would sell them. If 
not one month in anothor. 

6483. Suppose for some reason they did not ?— 
Then they must fall back on the reserve, but 30 
erores out of the 130 croves in currency would have 
to go into the Treasury in India. 

6484. By your scheme you propose to commit the 
Government to maintain the exchange at Is. id. ?— 
Yes. 

6485. Do you think that is not a heavier burden 
than the Government could undertake with pro¬ 
priety ?—It is a sort of Hobson’s choice. If you 
arrive at the conclusion that you cannot establish 
either a silver or a gold currency, you must do some¬ 
thing ; the Government of India has taken upon itself 
the burden of the currency and must maintain it. 

6466. {Mr. Lc Marchant.) You were speaking 
of the Government selling telegraphic transfers 
upon India at a minimum rate of 1.?. id. ?—1 mean 
minimum in this way. They must not sell below 
Is. id. It is quite possible that there may be such a 
demand in India that it might be worth while to pay 
the Government rt. of a penny more than Is. id., 
which would he equal to selling transfers in India at 
Is. id, plus ^ per cent. 

6487. If the cost is the same, is there any difference 
to the public between buying telegraphic transfers 
such as you describe and sending out gold? Would 
not the inducement or check in either case be the 
same ?—I should say that the charges would slightly 
exceed 4 per cent, on sending gold; there would not 
be much difference, transfers would be preferred to 
gold. 

6488. I wished to compare the principle of your 
plan with that of the system in force in Egypt under 
which gold does go out. Suppose, for instance, 
that gold were used as a marginal currency, would 
not the same inducement, that is to say, the ex¬ 
pectation of being able to get it back at a profit, 
attract gold to India as well as lead the public to 
buy telegraphic transfers ? Would not the same 
principle work in each ease?—No, I think not. 
That is why I advocate no higher charge than | per 
cent, on the charge of sending gold out to India. If 
you fixed \ per cent, very little gold would go. 
Supposing there was a demand for remittances on 
India beyond the amount the Government in London 
had to draw, it would have to send gold from London 
and would be guided by the circumstances of the 
moment whether to part with that gold or to turn 
it into silver at 1$. id. and so increase the currency 
in that way. 

6489. It would be necessary to provide for an in¬ 
crease of currency in the event of capital going out in 
large quantities ?—It provides for itself because the 
Government would have so much sterling that they 
would be obliged to bring the gold out and turn it 
into rupees there. 

6490. If on think that that would be simpler than 
letting the gold go by itself and act as currency?— 
You cannot judge of India as an ordinary country. 
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should say that the Government hoarding the gold 
might very likely increase the tendency of the natives 

to hoard gold. 

6491. If it did not pass into circulation ?—If it did 
not pass into circulation, and if it passed into circula¬ 
tion it would be rather a dangerous thing too. But 
the present idea of the Government of India is not to 
allow it to pass into circulation. They seem to be of 
opinion that if it passed into circulation it would pass 
out soon enough. Therefore, they talk of keeping in 
this gold till they can safely leave it out. 1 am 
judging of the Indian population in the best way I 
can. If we were hoarders, which fortunately we are 
not, what should wc do ? We have to deal with a 
nation of hoarders, and if they see the Government 
hoarding gold it would be an encouragement for them 
to hoard gold I fear. 

6492. And that you think is the main objection ?— 
The locking up of 20 millions of gold there without 
any issue. That is the Government plan. 

6493. But is that the main objection to gold passing 
into circulation ?—People who have been in India can 
speak with a great deal more authority upon the 
characteristics of the natives than I can. 1 think 
that people given to hoarding, when they get an 
article which is intrinsically worth its full value, will 
hoard that article in preference to hoarding token 
coins. True they could do that to-day if they went 
into the bazaars and bought the gold, but all that 
involves a lot of trouble, it is much easier when they 
can go to the bank and exchange their rupees for 
gold. 

6494. You referred to the unwillingness of 
capital to go out to India. I think you attributed 
that to the uncertainty as to the future—that the 
public could have no assurance as to getting their 
capital back ?—I do not know whether the public 
would send much money out to India, but certainly 
the banks for many years past, owing to the heavy 
losses they made when the rupee first declined, have 
kept their capital over here, and they trade principally 
with their deposits. There is no doubt that, if they 
were confident that the whole credit and power of the 
Indian Government were devoted to maintaining the 
Is. 4 d. rate, their money would go out, and they 
would be able to use credits upon Loudon. That 
would make a very important difference. Then again, 
I have no doubt it would attract money out to India 
from private investors. 

6495. Is it your opinion that capital would be so 
attracted more than if the currency was upon a silver 
basis ? Upon a silver basis there was uncertainty ?— 
On a silver basis you cannot have the same fixity of 
exchange as when the Government fix the exchange ; 
but I believe if it were possible to return to silver you 
would have a comparative stability in the price. We 
have perceived in the last year that the price of silver 
has varied very little—wonderfully little—and I 
should think that the variations would not be large. 

6496. Still there would be a degree of uncertainty ? 
—The exchange would vary with the price of silver. 

I do not think there would be the variations .seen in 
latter years. The silver market has been more 
upon its own basis for the last five years than it 
was when the price was declining, when America 
one day was buying up millions, and then afterwards 
selling it, or ceasing to sell. There is a thing which 
I forgot to mention, and that is this: If it were 
possible to open the mints, which, as I said before, 
depends upon the power of the Government to 
increase its taxation, there is a means of preventing 
exchange from falling to the full extent of the value 
of silver, and that is this: At the present moment the 
mints give mint notes. The amount of silver which 
the mint would coin might be limited, say, to 1 lakh or 
to 1^ lakhs a day. Then the Government might say 
we will take the first year in case it wanted to coin 
silver. Therefore, as soon as the mints were open, 
they would give a mint note for, say, one lakh at 366 
days, and the next day at 367 days, and so on. That 
could be dene, and it would limit at first the extreme 


fall of exchange. But all this is done with the view 
of ultimately opening the mints freely. At any rate, 
the first fall might be broken to some extent, 
because people could send out silver and get a mint 
note which might be at 400 days. I remember, before 
the French closed their mints, I believe, the mint 
notes were up to nearly three years. It would prevent 
silver flowing in with enormous ease, but that is a 
detail afterwards to be considered. Of course, if the 
mints were open to-day and nothing of this sort was 
done, you can tell what the rupee would be; it would 
be 11 d., but if you make the thing gradual you might 
establish an exchange of 12 ^d. ~ 

6497. Now with regard to any rate that might 
be fixed. You were speaking of Is. 4 d., as the 
Government propose. Among the conditions which 
contribute to determining exchange the sending out 
of capital would be a material condition, would it not ; 
that is to say, if sterling capital is attracted by such a’ 
plan as you were mentioning, that would in itself tend 
to strengthen exchange?—Not if you fix Is. id. 
Exchange will always be Is. id. 

6498. But it would tend to maintain it at that; it 
would be a favourable condition ?—The more money 
that had to go out to India the easier it would be for 
the Government, and the more confidence they would 
feel of the success of the measure. 

6499. In fact, the extent to which convertibility 
acted as an attraction would be in itself a new and a 
favourable circumstance. It would be a new condition 
to that extent ?—As I said before, it would relieve 
Government of any anxiety about the success of their 
measure if they found that the number of drafts or 
transfers they buy upon England is greater than the 
number that they sell. It would be a proof that the 
country is getting on and can use money, and mi<dit 
lead to gold becoming naturally the currency of the 
country. 

6500. In fact your plan would offer a new induce- 
rnent to sending out sterling capital, and in that way 
would be bringing in a new favourable condition ?— 
Certainly it would give India the advantage of more 
loanable capital. 

6501. It would be a new condition favourable to 

exchange ?—I am not sure that I understand what you 
mean. J 

6502. May we not view any plan that induces 
remittance of sterling capital to India as setting in 
motion a force which would tend to maintain exchange, 
so that, if that condition does not exist at present, 
such a plan would introduce a new condition 
favourable to exchange ?—No, the Government under¬ 
takes to maintain exchange and will maintain exchange 
with all its power and all its resources. As I said 
before, it it attracts loanable capital to India so much 
easer will it be for the Government to maintain the 
exchange. 

6503. {Mr. Hambro.) 1 suppose your idea is that 
if people want to buy more bills on India than 
Government lias rupees in its safes, the Govern¬ 
ment should buy the silver and mint it ?—No; my 
opinion is that the Government should buy in their 
discretion either silver or gold. I would take 
away from the Government the power to reduce the 
rupees in circulation. 

6504. But if they had not enough to pay the bills ? 
—If they had not enough to pay the bills that would 
be a proof that the country required more, and I should 
give the Government the power at its choice to send 
silver or gold. If silver were wanted, naturally the 
Government would buy silver and send it out as coin. 

6505. You would grant the Government the rio-ht 
to do that ? Oh yes, and let it be known that The 
currency under no circumstances would be decreased. 

6506. We have been told very often that there is 
no want of currency in India, but that there is want 
of loanable capital, and you say that loanable capital 
going out would do good. Can you tell me how 
loanable capital would get to any spot where the rate 
is 8 per cent, without more currency going there ?— 
Loanable capital certainly could go out there if people 



MINUTKS OF EVIDENCE. 


245 


choose to mu the risk of an exchango ; it would not 
go if the risk in exchange existed. 

6507. It would not go there unless there was more 
currency, would it ?—Not to any large extent—not to 
an enormous extent. 

6508. The Government, I understand, is to 
guarantee the whole operation ; but besides that, it 
would have 5,000,000/. of gold put apart in the vaults 
of the Bank of England, not in their issue department ? 
— Yes. 

6509. T do not quite understand the next part of it.. 
Would you provide that the Government of India 
should have power to tell the bank that they might 
put it into their issue department when they wanted ? 
—Yes, if the demand for money here upon Govern¬ 
ment account came at an awkward moment, a moment 
of panic or dear money, and it were impossible 
or difficult to place Treasury bills. I would give the 
bank power—in fact it might be put into the law— 
that at any time the rate of interest exceeds in London 
so and so, the bank should have the power to add 
that 5,000,000/. to the issue department. 

6510. (Mr. Holland l) I understood you to criticise 
the Indian Government for not huving been far- 
seeing enough to make their land tax payable in gold 
and thus avoiding the loss by exchange. That would 
only apply to settlements that were made since silver 
began to fall, because you could hardly have expected 
Government to anticipate the demonetisation of silver 
by Germany ?—As soon as the demonetisation of 
silver took place in Germany, and the continued fall 
was a matter of certainty—of course, it is easy enough 
to prophesy after the. event, but I want to point out 
that if the Government had done such a thing, if it had 
made the land tax fixed in sterling, but payable in 
rupees at the rate of the last three or four months, the 
Government would be in a perfectly sound position, 
no matter whut rate the rupee went to, and, if the 
Government should open the mints again, I think 
it is a measure that it might well entertain. 

6511. You think in these currency matters that 
trade considerations ought to take precedence over 
exchange considerations?—I take the words of the 
Governor-General that they are aware, that the pay¬ 
ments of the 17,000,000/. must be made in produce, and 
everything that can bo done to increase the amount of 
produce makes it so much the easier for the Govern¬ 
ment to pay its debt. 

6512. In the suggestions of the Indian Government, 
do von think they give sufficient prominence to con¬ 
siderations regarding trades, do they not give more 
prominence to considerations regarding exchange ?— 
They look at the exchange and nothing else. 

6513. I understand you are in favour of re-opening 
the mints if it were practicable Yes, I am in favour 
of a country having a currency. Silver is a worse 
currency than gold; still it is u currency, and it is 
there. 

6514. Then are we to regard your plan as being a 
step towards the re-opening of the mints ?—What, 
the re opening of the mints to silver ? 

6515. Yes ?—I should think, if my plan were 
adopted, it would do away at once with all idea of 
the mints being opened. 

6516. Then we may regard it ns an alternative 
arrangement ?—Quite as an alternative arrangement. 

6517. And one that may be expected permanently 
to solve the difficulty ?—I say the difficulty has to be 
solved and solved forthwith, and if you cannot have a 
gold currency, nor a silver currency, you must adopt 
some other alternative, and that is the only one I can 
think of. 

6518. Then we may take it that you do not agree 
with those gentlemen who say that there is no alterna¬ 
tive between the gold standard on the one hand with 
ample gold and a silver standard on the other hand 
with open mints. You do seek to provide by your 
scheme an alternative proposal ?—Yes. 

6519. (Sir A. Dent.) About the 5,000,000/. of gold 
that Mr. Hambro questioned you upon ; could not 
that be kept on current account in the Bank of 


England ? I do not see why it should be put away in 
the way you suggest ?—It is always as well to have a 
reserve, which will do away with the necessity of 
forcing the issue of Treasury bills in case of untoward 
circumstances. 

^ 6520. But with a current account in the Bank of 
England you can always pass a cheque upon it ?—But 
it would be the same tiling. This would increase the 
reserve of the Bank of England. 

6521. That would not increase the reserve; it 
would be kept in the vaults ?—But when it was 
brought back to the issue department I would 
publish it, and in a time of great difficulty the bank 
would determine not to issue the Treasury bills but 
wait till their reserve has increased. 

6522. It would be a nest egg. Now, about the 
re-opening of the mints. Do you not, think it would 
be possible for the Government to control altogether 
a re-opening of the mints, not to allow silver C to be 
font in by anybody, but to limit it and to keep it 
entirely in their own hands?—'That would not be 
re-opening the mints; you would be giving Govern¬ 
ment power to increase the amount of silver. 

6523. (Chairman.) The Government have that 
power now?—They have that power now, but they 
exercise a reverse power, or they want to exercise it. 

6524. (Sir A. Dent.) That is so, but supposing 
money got very dear, say 8 or 9 per cent., then the 
Government, 1 suggest, might be compelled to coin 
the silver that was brought to their mints ? 
—If the treasury there, owing to the demand 
for money to be drawn from London, were ex¬ 
hausted, the Government would be obliged to 
send out either gold or silver. If there was a demand 
for silver, and the treasury was exhausted they would 
send out silver and coin it. If there was a fair amount 
of silver in the treasury they would say. “ Well, we 
“ will either send out gold or we will keep gold ready 
“ to send out,” or if they found it expedient to put 
gold into circulation they could do that. I mean to say, 
events alter. You cannot legislate for futurity. There 
was only one man who ever legislated for futurity mid 
that was General Washington. Of course things may 
change in India by degrees. Lou must leave some¬ 
thing for discretion. 

6525. I want to arrive at some process bv which 
the Government should be compelled to coin silver 
when the presidency banks could not lend out money 
at a reasonable rate of interest ?— They would not 
coin it at those times. 

6526. Your scheme is like the Government pro¬ 
posal and like Mr. Lindsay’s scheme in that it 
suggests an exchange of Is. 4 d. ?—Yes. 

6527. That consideration would not get over the 

difficulty thnt the planter complains so much of ?_ 

No, nothing can get over that difficulty. The planter 
has to compete with all the silver countries, and 
must have that disadvantage. 

6528. You think that he must be sacrificed for 
the common good of India ?—In everything, what is 
one man’s food is another man’s poison. You cannot 
get over that fact. We in England have difficulties 
to surmount in regard to protective tariffs and 
bounties. 

6529. (Sir C. Crosthwaite.) In criticising the 

Government of India’s scheme, you said that it was 
based on squeezing the money market or contracting 
the currency ?—Yes. ' 

6530. Did you allow sufficiently for the fact that 
they proposed to sell rupees to anyone who would 
bring gold,. and therefore they have provided that 
method uf increasing the currency ?—I pointed out to 
you that no one will bring loanable capital to India, 
because, if they bring it when money is dear they 
know thoy will lose in exchange more than they 
make in interest. 

6531. Is it the fixing of the maximum or the 
apparent fixing of the maximum—because no maxi¬ 
mum was fixed—is it that which yon think would 
prevent their scheme from working ?—The scheme 
that they have now is very much the scheme that I 
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Rapkael. serves in London ; why their scheme does not work 

12 Jul lags t °- da 7 ’ s ^at the world does not know what the 
~ ’ Governments ultimate plans are as regards currency. 

When it is decided what is to be done, there will 
be greater confidence. 

6532. What is wanted is certainty and confidence ? 

—Yes. 

6533. As to Mr. Lindsay’s scheme, the withdrawal of 
silver from the currency under Mr. Lindsay’s scheme 
is automatic is it not ?—I believe so. When there is 
an abundance of silver it is to be sent over to 
England to be sold, and when they find that that 
abundance is disappearing the silver is to be brought 
back. His scheme would be practically this, in 
certain months he would be melting silver and in 
other months he would be coining silver. 

6534. As I understand the scheme, the silver is 
withdrawn from circulation when people buy bills on 
India ?—Exactly. 

6535. The melting is merely incidental ?—No, he 
wants to turn it into gold. You can only turn rupees 
into gold by melting them and selling the silver. 

6536. But what 1 mean is the withdrawal from the 
currency takes place automatically when the bills are 
brought, and that need not imply auy danger point to 
the reserve which would induce him to sell silver ?— 
Practically you will find, if the reserve were all 
absorbed and he were to send over here a million’s 
worth of silver, he could not sell it. 

6537. You pointed out the great prosperity of India 
during the term from 1873 to 1893, when silver was 
falling. Have you taken into account the fact of the 
great extension of railways ?—Yes, I mentioned that. 

6538. And the opening of the Suez Canal?—Un¬ 
doubtedly. As I have stated before, the prosperity, 
although great, is more apparent than real, because, as 
the exchange declined, the exports being reported in 
rupees, there was a greater number of rupees. Still 
I think the prosperity of India in those years is 
generally acknowledged. 

6539. You said the increased amount of produce 
makes it easier for the Government to pay its debts. 
That is obvious, but is it not necessary that the 
sterling money received for the produce should remain 
the same ?—If the sterling price keeps up, of course 
it is good for the Government. 

6540. And for the country ; that is to say, a larger 
amount of produce might not pay the debt, if the 
sterling price had fallen very much ?—No. 

6541. Do you think that the low exchange has 
tended to lower the prices of Indian produce in the 
European markets ; we hare been told so by several 
witnesses?—I think it would be travelling into a big 
question if I were to attempt to answer that. 

6542. ( Sir David Barbour.) You have pointed out 
that between 1873 and 1893 the surpluses quite 
balanced the deficits in Indian finance ?—Yes, I 
quoted you. 

6543. Do you mean to deny that there were several 
financial crises between 1873 and 1893, owing to the 
fall in exchange; do you say that the. Government 
had no difficulty arising from the full in exchange during 
that time?—Yes, they may have had temporary diffi¬ 
culties, but this was over a series of 20 years. I did 
not say that they had surpluses at all times, but I say 
the balance was in favour of surpluses over deficits, 
taking the 20 years. I did not say that there were 
not some years when there may have been deficits, 
but I was talking of the average. 

6544. Yon admit there were difficulties between 
1873 and 1893 owing to the fall in exchange, 
or do you assert that no difficulties arose from 
the fall in exchange during that time ?—Diffi¬ 
culties, I have no doubt, would arise. Difficulties 
arise to everybody during life, and they do not spare 
a Government; but I should not think it is owing to 
the fall in exchange. 

6545. You think no difficulty had arisen from that 
cause?—A big fall in any one year will temporarily 
incommode the Government, 


6546. J do not know whether you are aware that in 
1893-94 there was a considerable deficit owing to the 
fall in exchange ?—A previous deficit ? 

6547. No ; a deficit in the estimates of 1893-94, the 
particular year in which the mints wore closed. For the 
year 1893-94 the estimates showed a deficit, owing to 
the fall in exchange ?—Compared with the previous 
year ? 

6548. Taking the revenue and expenditure of that 

year and comparing them, was there not a deficit ?_ 

It will be found that in 1893-94 the exchange was 
lower than it had been in 1892-93. 

6519. I merely ask you whether you are aware 

that the estimates for the year 1893-94-?_1 have 

not gone into the estimates. 

6550. They may have shown a deficit, for anythin" 
you know ?—They may have. I have only taken the 
best authority I could get. 

6551. You say that between 1873 and 1893 the 
surpluses balanced the deficits. All I ask you is,whether 
there were any difficulties during that time owing to the 
fall in exchange?—I have no doubt there were. The 
Government would be temporarily in deficit owin" 
to the fall of exchange in any one year. 

6552. In 1893 there was what ycu call a fright, 
but what I consider a reasonable apprehension, that 
the stoppage of the purchase of silver by America 
might cause a further fall in exchange ?—It would 
have caused it, undoubtedly. 

6553. You have made a suggestion about the land 
revenue. I do not know whether you have considered 
the possible political dangers of fixing the land revenue 
in gold in the way you propose ?—I am aware of that. 
Of course that is a political question. The danger of 
closing the mints was also great. Both remedies 
were dangerous. It was a choice of evils. 

6554. You have no practical experience of India 
yourself ?—No, only from reading. 

6555. If any country over-issued inconvertible 
paper and wanted to get back to a metallic standard, 
would it be a reasonable course to reduce the over¬ 
issue of paper ?—Of course. 

6556. But might not that contract the currency, 
and produce great evils ?—If it is not done wisely and 
carefully, but it has to be done. 

6557. You said that if India had a gold currency 
the gold would very likely be absorbed by the hoards 
of the people?—As I said, I have no knowledge 
of India, but people given to hoarding will be more 
likely to do that. 

6558. In that way you seem to apprehend that the 
gold currency would not last ?—It would disappear. 

6559. India had a silver standard and a silver 
currency, and in those days the people hoarded silver 

rupees. Why did not the silver currency disappear ?_ 

There was a constant accession to it. If you look 
back you will find that for many years there have 
been so many pounds sterling worth of silver sent out 
to India. 

6560. You mean that as people hoarded rupees 
more rupees were coined ?—I suppose so. 

6561. If gold is hoarded, why should not more gold 
go out and he coined ?—I daresay it would, but it 
would occasion a low price for Indian produce here. 
You cannot have in circulation gold and silver at the 
same time. People will take the gold, and they will 
pass on the silver, which is intrinsically worth 4i) or 
50 per cent. less. 

6562. We have had evidence here that both "old 
ami silver are in circulation in Turkey. I have no 
knowledge myself of the state of tilings there • I do 
not know whether you have ?—No. 

6563. We were told there was about as much silver 
as gold there in circulation ?—But the Turks are not 
given to hoarding. In every country the habits are 
different. 1 should say from what 1 have read that 
India is different from all other countries. 

6564. You went so far as to say that you believed 
that all the profits and savings in India are hoarded. 

Is nof that going too far ?—I mean practically. They 
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do not buy Government stock to any extent. I think 
there is no savings banks business, or practically none. 

6565. There is a savings bank in every post 
office ?—That, I think, amounts only to about 
10 crores. 

6566. I do not know whether you arc aware that, 
on account of the danger of holding so much money at 
call, the Government had to reduce the rate of interest 
so as to reduce the deposits in savings banks ?—It 
depends on what their own stock yielded. I suppose 
that was only just as our own Government might find 
it necessary to reduce the rate of interest; they would 
not give 2^ per cent, if they could only get 
2 per cent. 

6567. But in India there was another reason ; that 
on account of the danger of holding so much money 
at call in a place like India, which is very different to 
England, the Government had to try to reduce the 
deposits f—That may he. The Government, of course, 
knew whut was best to do under the circumstances. 

6568. I do not want to press the matter too far, 
but do you not think it is much too strong a statement 
to say that all the profits made in India are hoarded ? 
—I mean practically. The Indian people debar 
themselves from the ordinary uses of money which 
prevail in other countries. 

6569. I do not know whether you are aware of it, 
but you may take it from me that there: is a great 
deal of money lent by Indians ?—I know there is, and 
there is a great deal of usury, I believe. I do not 
know whether you consider that a desirable state of 
things. I should like to know what the interest is in 
the interior of the country. 

6570. Then you said that you think that if the 
Government hoarded gold the people would go in for 
hoarding gold ?—I think, if they see a large hoard of 
gold on the part of the Government, it would be likely 
to encourage them to hoard gold. 

6571. But do you not think that most people in 
India would not have the slightest idea what the 
Government were doing ?—In many parts I am told 
that they do not know that the mints are stopped at 
all. 

6572. The scheme you propose is very much 
the same as Mr. Lindsay’s, is it not ?—It is very 
much the same. As I said before, all these schemes 
must have a great deal of sameness. But I prefer 
fixing the difference between buying and selling sterling 
closer. I prefer it to be given out that the silver 
currency will in no case be curtailed, and that, on the 
contrary, if the Government find it necessary to 
increase it, it w'ill be increased. I think that would 
have a tranquillising effect. 

6573. You would have a branch or an office in 
India which would sell bills at Is. Ad., charging half 
per cent ?—Yes. 

6574. What would you do with the rupees received 
for those bills ?—They would go into the Treasury. 

6575. But would you lock them up or put them 
into circulation ?—A day might come, and would 
come in the busy season, when the rupees would be 
required. 

6576. You would treat the rupees in the same way 
as Mr. Lindsay proposed, except that you would not 
melt them; you would keep them ?—Precisely. 

6577. You say you do nor think that more than 
30 crores would come out of circulation in this way ? 
—If in a country like India the circulation is only 
130 millions, it is very difficult to think that 30 
millions could come out. 

6578. But withdrawing money in that way, would it 
not be for the time being a contraction of the currency ? 
—It would he an automatic contraction ; it could do 
no harm. It goes into the Treasury when money is 
not wanted, and it would come out when money is 
wanted. 

6579. It would be a contraction whenever the 
exchange tended to fall below Is. 4<2. ?—Exchange 
could not fall below Is. Ad. if the Government were 
pledged to maintain it. 


6580. But tend to fall ?—If you have no system by 
which you fix exchange, exchange is sure to fall when 
money is easy. 

6581. And at that time the money would be taken 
out of circulation under your scheme and locked up? 
It would go into the Treasury when not required, 
and would leave the Treasury where it was required. 

6582. But at any rate, at some particular time the 
money would be locked up in that way. Yon say it 
would be locked up at a time when it was not 
required ?—It would go in and come out. When it is 
not wanted it would go into the Treasury, and when 
it is required it would come out. 

6583. But except for the purchase or sale of bills 
it would not come out ?—It should not be used for 
any other purpose. 

6584. l)o you think it possible to have an exchange 
of Is. 2d. in India with a rate of discount at 12 per 
cent ?—Under the present system ? 

6585. Under any system ? — I should say it is 
possible. 

6586. If your scheme were introduced, at such a time 
money would be produced to buy bills at Is. Ad. ; 
assuming your scheme were introduced ?—Then you 
assume that you prefer to fix it at Is. 2d. 

6587 No, I merely ask, assuming exchange at 
Is. 2d. and the rate of discount 12 per cent., and that 
your scheme was introduced at Is. 4c?., would not 
money be immediately produced to buy bills at the 
rate of Is. Ad. ?—1 do not understand you. You 
would not fix the scheme till the exchange went to 
Is. 4c?. 

6588. The question is purely hypothetical, of course ? 
•—You say, owing to some cause or other, the exchange 
went to Is. 2d. and money was at 12 per cent., and that 
suddenly this scheme was introduced. But you could 
not do that. Why should you ? 

0589. You would not do it ?—I should not do it 
then. 

6590. In fact, the rate of exchange to he fixed 
under your scheme would be something like the 
normal rale of tbe day ?—The normal rate of the day, 
which has been the talk of the last five years, as the 
rate to he fixed, 

6591. Now, if your scheme of gradually working 
down to a silver standard were introduced, not 
allowing the exchange to. fall the full extent at once, 
what do you think would be done with banking capital 
in India in the meantime; would it remain in India 
or would it be cent home ? Suppose exchange is nearly 
Is. 3| a. and people get to know that in the course 
of three years it would be down to Is. ? what woufid 
the bankers do with their money ?—It is very ques¬ 
tionable whether it would be down to Is. You allow 
nothing for the rise of silver. Silver may rise as 
well as fall. You have taken no account of a pos¬ 
sible riso of silver. 

6592. But would there not be a tendency to remit 
hanking capital from India if it were known that 
exchange was going down steadily for the next two 
or three years?—Undoubtedly, but I think after two 
or three years the exchange would be steady; steady 
at what point I am not prepared to say, whether 
12c?. or lie?., but after that I should say it would 
remain comparatively steady. 

6593. I do not challenge that at all; it is merely 
a question of what would happen in the interval. 
At present there is a scarcity of banking capital in 
India, and if it were known that during the next 
three years the exchange would fall steadily, might 
not that scarcity be aggravated ?—Well, it might 
not be relieved. People might not send out their 
money, but if you open the mints silver would be 
certain to go out there. You could uot keep it back. 
You might just as well open the doors of a lock and 
tell the water not to advance. 

6594. If you open them a little bit at a time ? 
—Well, that is what they generally do. It is best 
not to open the lock at once. 
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6595. ( Sir J. Muir.) We lnul before us yesterday 
ft very important witness—I think he is well known 
to you—Mr Stephen Ralli ?—Yes. 

6596. You are aware that he is the largest exporter 
from India, and practically the largest importer of 
piece goods and yarns. He has formed, as perhaps 
you are aware, a very strong opinion that the rate of 
Is. 4 d. will entail serious loss in India, and his idea is 
a Is. 2d. rate ?—Yes. 

6597. If I understood you aright, you refer to the 
action of the Government of India in raising the 
rupee to Is. id. as an arbitrary and despotic measure ? 
—No; I call the closing of the mints an arbitrary 
and despotic measure. 

6598. The closing of the mints with the object of 
raising the rupee to Is. 4 d. ?—Well, yes. 

6599. You regard the closing of the mints as an 
arbitrary and despotic measure, the object of the 
Government being to raise the value of the rupee to 
Is. 4 d. ?—No, I do not think that. The object of the 
Government was tb prevent the rupee declining, and 
consequently increasing their loss on exchange. Thev 
wanted to stop the loss on exchange. Do you want to 
know my opinion of Mr. Ralli’s scheme of Is. 2d. ? 

6600. Yes ?—At Is. 2d. the Government would 
still have to find the difference between Is. Ad. and 
Is. 2d., which would be enormous; Is. 2d. is in many 
respects a more natural rate, as being nearer to the 
intrinsic value of the rupees, and it would make the 
competition with silver-using countries not so great; 
but you would have the initial difficulty of finding a 
large increase in the revenue, because the difference 
amounts to five crores, I think, or something like 
that. 

6601. You are aware that Mr. Ralli has a means 
whereby he proposes that that deficit should be met ? 
—I have not seen him of late. 

6602. You are aware that there has been exceeding 
stringency ull over India. Do you know what the 
Bank of Bengal rate was advanced to during the last 
shipping season. It advanced to 12 per cent., or beyond 
that, and the Bank of Bombay rate was 13 per cent., 
and the Bank of Madras rate was, part of the time, 
12 per cent., and part of the time 13 per cent. ?— 
Yes. 

6603. Possibly you are aware that the merchants of 
India and London fear very much that there will be 
even greater stringency in the coming shipping season. 
Now, are not those who have sunk a large amount of 
their capital in Indian trade placed in a very unfortunate 
position by the action of the Government in this 
arbitrary and despotic manner closing the mints, and 
forcing them into the position of having to pay 12 per 
cent, for their money to carry on their business ?— 
Yes. 

6604. If I understood Sir D. Barbour rightly, he 
referred to the Government officials in India having 
received compensation in respect of the heavy fall that 
had taken place in the price of the rupee. But of 
course you are quite aware that that heavy fall—“ the 
vanishing of the rupee,” as the officials liked to call it 
when I was in Calcutta—came about by natural means, 
and yet the Government of India felt that it was a 


severe loss to these officials, and they devised a means 
whereby some compensation should be given to these 
officials ?—Yes. 

( Sir D. Barbour.) Partial compensation. 

6605. ( Sir J. Muir.) Partial compensation. Now, 
the Government feeling that it was their duty to 
provide partial compensation for a loss that had been 
brought about by natural means, that is to say, cause 
and effect, imports and exports, and so on, would it 
be out of place for the Government, of India to pro¬ 
vide some means of compensation for those who have 
been injured by this arbitrary and despotic measure ? 
—I think you would find that they would all have 
been injured if you offer compensation. 

6606. ( Sir F. Mowatt.) I did not quite understand 
at what stage of the depletion of the reserve in the 
Government office should the Government commence 
drawing on the five millions in the bank. Should you 
first of all exhaust your reserve altogether, and then 
draw on the other reserve ?—T suggested that Trea¬ 
sury bills should be issued ; and the gold transferred 
to the Issue Department of the Bank of England only 
when difficulty occurred in placing Treasury bills. 

6607. (Chairman.) Under your scheme do you 
propose that gold should be a legal tender in India ? 
—Yes. 

6608. At this time you know it is not a legal 
tender ?—The reverse is the case ; you can get rupees 
for gold, but not gold for rupees. 

6609. For gold you can get rupees at Is. 4c?., but 
gold is not a legal tender in India for a debt or for 
taxes ?—Is not that practically the same ? 

6610. Some of the witnesses we have had before 
us think it is not ?—It is quibbling over terms, it 
seems to me. If you send out 1,000,000 sovereigns 
the Treasury undertakes to give you 15,000,000 
rupees. All you have to do is to go through that 
process. The Government, for its own convenience 
(perhaps they might be short of silver), might decree 
that sovereigns should be legal tender at 15 rupees to 
the sovereign. That would not do any harm. 

6611. It is not au essential part of your plan ?— 
But they are legal tender so far that you can take 
your sovereign and get 15 rupees ut the Treasury and 
circulate them. It prevents a lot of formula in send¬ 
ing in rupees, but to all intents and purposes they 
are legal tender. 

6612. Would it not be a practical difficulty in a 
country like India ? I do not say that in Bombay, 
Madras, or Calcutta, it would not be easy to effect the 
ojjeration you mentioned, to take your sovereign to 
the bank and get rupees, but do you think gold should 
be made a legal tender throughout India ?—That is 
really a detail. Practically, in the great cities where 
rupees are wanted in large amount they are obtainable, 
and in the outlying parts of India, most likely, if people 
saw a sovereign they would not take it. In the same 
way a 5?. note is legal tender here, but no doubt you 
have been to some parts of England where they would 
not take a 51. note. 

6613. You do not attach any importance to this 
either one way or another ?—I do not think it is 
essential. 


(The witness withdrew.) 
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6614. (Chairman.) You are a bullion merchant in 
London ?—Yes. 

6615. How long have you been in business in 
London ?—A little over 5 0 years. 

6616. You are, I think, acquainted with both the 
coinage and standards of most parts of the world ?— 
That is so. 

6617. Had you any opinion as to the closing of the 
Indian mints?—I thought it was an absolutely 
necessary measure. 

6618. Why?—Because India was receiving the 
refuse silver from all the world. It was the ody 


outlet for silver except. China and Japan. India was 
receiving a metal which she could never resell readily, 
and I thought you had no option but to close the 
mints. 

6619. Have you formed any opinion as to what the 
effect upon the monetary condition of India has been 
since the closing of the mints ?—I think all the 
mischief has arisen from want of confidence in 
the maintenance of the exchange. Otherwise I think 
the closing of the mints would have been a very 
satisfactory measure for all classes ultimately. 

6620. You are aware that there was a considerable 
importation of silver into India during the year in 
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■which the mints were closed ?■—Perhaps they were 
afraid of their being closed. 

6621. But after t hey were closed there was a large 
importation of silver ?—Because silver fell very much 
in price, if I recollect rightly. 

6622. Do you remember when the exchange began 
to fall ?—The exchange began to fall in 1876 from the 
old 2s. price. 

6623. But I mean the rapid fall?—I think it was 
accentuated when America gave up coining silver, 
when the Sherman Act was abolished. 

6624. Then the exchange steadily fell down to 
the year when the mints were closed, I think ?—Yes. 

6625. In 1886 it was Is. 5 \d. ; then it went to 
Is. 4f</., Is. 4jd., Is. 4 \d.\ in 1890-91 it was Is. Gd. ; 
then it was Is. 4 \d., Is. 3d., Is. ; during 1894-95 
it went as low as 13and since 1895-96 it has been 
steadily rising ?—Yes. 

6626. Do you attribute that rise to the closing of 
the mints ?—Yes. 

6627. What is your opinion as to the re-opening of 
the mints to the free coinage of silver ?—Unless you 
have an international agreement with regard to silver, 
it would be the height of folly, I should say, to have 
the Indian mints alone opened and no other mints, 
either in the old or the new world. People would 
think that you would not keep them open long and 
they would send silver from every part of the world to 
India. 

6628. You think the effect of the re-opening of the 
mints would be to flood India with silver ?—Certainly. 

6629. Do you think the price of silver would go up 
or down ?—I think it would go up a little; it would 
depend on the exchange. If exchange were 
maintained at Is. 4 d. it would go up considerably, but 
I should think exchange would drop as silver was 
sent. 

6630. What would be the price to which you think 
silver would fall?—You mean if you opened the 
mints. I do not say that there would be a fall in 
silver. Silver would go up a little, but the rupee 
would fall. To my mind, it would fall below Is. 
almost immediately. 

6631. Could the rupee be maintained above 1 lc?., 
having regard to the system recently adopted in 
Japan?—The yens would be sent there, but I am told 
that the quantity of yens is not very large in Japan 
itself; there are a good many in China and the Straits. 

6632. You are familiar with the establishment of a 
gold standard in Japan ?—Yes. 

6633. Can you tell us how that was carried out ?— 
They arranged to receive the old yens and to coin 
gold at the rate of about 32; it is equal to silver at 
29T55 d. per ounce. 

6634. That would represent the silver value of the 
rupee at 10'78«Z. ?—Yes. 

6635. Do you think that the new currency system 
in Japan tends to act as a barrier against the rise of 
the gold price of silver ?—Yes, to the extent of the 
demonetisation of the yens, and also ns an evidence 
that Japan discredits the future of silver. Japan has 
copied the rest of the world in going upon a gold 
basis; she believes it is a great advantage to be in 
accord with the great countries of the world as far as 
exchange goes. 

6636. Are you in favour of establishing an effective 
gold standard for India ?—Yes. Perhaps you would 
allow me to say, before we pass from that, that we 
have always assumed that Germany had about 
20,0O0,000A sterling of silver which she would like to 
sell if a favourable opportunity occurred. In Holland 
the Government has agreed to the demonetisation of 
25,000,000 of guilders to help the Bank of Holland, and 
to exchange it for gold. Therefore, you may judge as 
to what would be the effect of reopening the Indian 
mints, unless you have an arrangement with these 
Powers that they should not send silver to the Indian 
mints. 

6637. That is another argument against re-opening 
the mints?—Yes. 


6638. You say, in addition to what we may call the 
formal supply of the world, there is a reserve supply 
which might also be poured into India?*—It might be 
to a very large extent. 

6639. Now tell us in your own words your view as 
to a gold standard or a gold currency for India ?—I do 
not agree with Mr. Lindsay’s proposal. I do not agree 
quite with Mr. Raphael’s proposal. I think you 
cannot try a novel experiment with regard to India. 
You must pursue the jog-trot custom of accumulating 
gold if you want to establish a gold standard. You 
cannot look for a gold currency until you are in a 
position to provide against all contingencies. With 
regard to keeping a gold reserve here, I see no 
particular advantage in it. A gold reserve at the Bank 
of England would, I think, be a financial waste. It 
might be very good for England to keep a gold reserve, 
but for India to keep a gold reserve that might very 
rarely be trenched upon would be a waste. It is very 
’ similar to what is done by the State Banks in Germany, 
Austria, Holland, and Belgium. They have the habit 
of keeping sterling bills and other bills that are 
payable in gold, and when they fear an export of gold 
they sell these bills. As an auxiliary process to protect 
a stock of gold, I think it would be very useful, and it 
might be effected for Tndia, if this country were to place 
at India’s disposal, say, 5,000,000/. of Treasury bills 
to be kept ready to be sold if needful; but as to buying 
and selling exchange, I think it would be a novel expe¬ 
riment. It might be useful in helping the producers, 
but the great dependence ought to be on gold depo¬ 
sited in India itself. 

6440. That is for a gold currency ?—For a gold 
standard even. If you have a gradual accumulation, 
you need not take it all at once, but if you have an 
accumulation of gold, every million of gold that you 
deposit in the Treasury in India would produce a moral 
effect which would be very great. In fact I think you 
would very soon be able to reduce your 3^ per cent, 
rupee loans to 3 per cent, and so save the interest, even 
if you have to borrow to provide gold. There is a re¬ 
markable example. I think Russia hRs shown great 
financial ability in latter years, although it is a country 
that I am not particularly partial to. It is an extraordi¬ 
nary coincidence that they have been in almost precisely 
the same condition as India was, and they have adopted 
and successfully carried out the same proposal as you 
contemplate ; that is, that they have reduced the rouble 
in the same proportion as you propose to reduce the 
rupee, by one-third, and they have succeeded. They 
are an adjoining country to India ; they have to deal 
with an ignorant mass of people, an agricultural 
population, and I do not see why Russia, with a far 
inferior credit and a larger foreign debt, should have 
succeeded and India should not be able to follow suit. 
From 1869 down to 1886 the rouble fluctuated in each 
year to a very extraordinary extent; there were even 
greater fluctuations than there were in the rupee. 
Since 1886 to 1898 the rouble has been kept steady 
at 25| to 25| ; that is a maximum fluctuation of one 
farthing a rouble. 

6641. Is that the silver rouble or the paper rouble ? 
—It is now the gold rouble, they have prohibited its 
being called the silver rouble any more, it is the gold 
rouble or plain “rouble.” Gold is going into circu¬ 
lation. They speak of it as a gold standard. 

6642. Without a gold currency ?—Without a gold 
currency as yet. 

6643. Will you explain that ?—They kept the 
rouble steady, by having the import duties payable in 
gold or gold equivalent. I find they take not only 
actual gold but they take the coupons on their own 
gold debt as equal to gold, and they also take German 
notes and French banknotes (perhaps out of compliment 
to France) in payment of import duties. By those means 
and also by keeping a steady rate of discount higher 
than neighbouring countries, they have accumulated 
an enormous amount of gold. They have accumu¬ 
lated far more than is necessary for a gold currency, 
but that I attribute to political motives. On. May 
28th last the gold in the bank of Russia was 
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111,292,000?. and the previous year it was 92,109,000?. 
Therefore, they have increased their gold stock by 10 
millions; yet we have money going begging at half per 
cent, in this country. You could with resolution and 
perseverance get all the gold that you need. You 
cannot do it all in one year, but with resolution and 
perseverance you can get all you want; and I do not 
think it would cost you anything, because the credit of 
the Indian Government, particularly in their local 
loans, would improve. The moment you express your 
determination to have a gold standard and to make 
the exchange Is. 4d .—I should have preferred Is. 3 il., 
but that is not material—if you show resolution and 
publish to the world that you are going to accumulate 
the gold you would have a great demand for Rupee 
paper at once. It is about 95 or 96 now in India. 
If the people felt assured that they would not lose on 
the exchange you would have large investments in 
Rupee paper and you would be able to reduce your 34 
per cent, to 3 per cent, and save half per cent, per 
annum on that loan alone. 

6644. Have you formed an opinion as to the amount 
of gold that would be required ?—The Indian Govern¬ 
ment should do like Austria and Russia; they should 
take the gold out of the market when il. is abundant, 
and leave it alone when it is scarce. In that way 
they would gradually accumulate gold. There is now a 
production of gold, I believe, unequalled ; I think it is 
20 millions more than the usual average. You would 
do a service I think to Europe if you were to gradual! 
utilise this extraordinary surplus of gold. I would 
not sign that letter to Lord George Hamilton, because 
I thought your proposed accumulation of gold would 
in no way injure the City of London. 

6645. You mean you would not sign the letter to 
Lord George Hamilton, because you were of opinion 
that what is proposed would not be injurious to the 
gold reserve in London?—Certainly not. What is 
necessary in order to accumulate gold is, first good 
credit, and secondly resolution ; and I may add a third 
condition—keeping your discount rates (which you 
could do in accord with the Presidency banks) at a 
fairly moderate range so as not t to inj ure trade; say 
not below four and not above six. 

6646. How could a government do that ?—They 
could do it in accord with the banks. The Presidency 
banks might fairly be joined together into a State 
bank—not a Government bank but an Indian 'National 
bank, which could do the local business of the country 
and have branches and offer facilities for trade in the 
way of transmission of funds. 

6647. What liabilities have the Russian Govern¬ 
ment to meet ? Of course we have nothing to do with 
politics, but what mercantile liabilities have the 
Russian Government to meet as against that 
112,000,000?. of gold deposit?—I take this from the 
Economist. They have got 111,000,000?. odd of gold 
and 44 millions of silver and they have a circulation 
only of 84,857,000?. of notes and they have also a 
Treasury account; they owe the Treasury 47,000,000?. 
Perhaps the reason is that that 47,000,000?. of gold 
really belongs to what you may call the war chest of 
the Russian Government. That would reduce their 
available gold to about 64,000,000?. 

6643. As against that 64,000,000?. ot available gold, 
there are 84,000,000?. of bank notes in circulation ?— 
Yes, and a large foreign debt. 

6649. But I wanted to see what their currency was 
first. What amount is their rouble currency ?—They 
have very little other currency, and they are likely 
to have very little other currency than the paper 
rouble. 

6650. Then the silver roubles are decreasing ?— 
They are almost non-existent. The old roubles have 
been melted down. The bank has got 44 millions, 
new silver, and I think there must be a similar amount 
in circulation. I think they bought about 10,000,000/. 
sterling of silver in the last two or three years. 

6651. That they regard simply as a metallic bank 
note ?-•-They have kept it fairly steady, instead of 
fluctuating about 20 per cent, sometimes in a year— 


one year, 1877. it dropped from 259 to 190 marks per 
100 roubles, that is over 20 per cent.—they have main¬ 
tained its stability by keeping interest high and 
borrowing abroad, and now they have declared it as 
equivalent to gold. But the people will no more take 
gold in Russia as a circulating medium, thaD the 
people in India will take gold as a circulating medium 
in the near future. 

6652. You do not believe that even if » gold 
currency was established in India, the natives would 
take it as a circulating medium ?—They could not, 
because their transactions are so small. They must 
have silver and copper. They could not effect their 
multitudinous small transactions in gold. It is not 
a currency for a country like India, except in the big 
cities. In the big cities gold would circulate. 

6653. What do you say as to hoarding ?—Hoarding 
is a bogey which may be laid. I cannot pretend to 
say how. I do not think there is any hoarding in 
Russia, and I should think that, the natives of India 
are as intelligent as the natives in Russia, the bulk of 
them. As a matter of fact, they have been hoarding 
gold. I believe there is something like 300,000,000?. 
of gold now in hoard. 

6654. You think there is a large quantity of gold 
already hoarded ?—Yes; I do not know why it should 
increase if you introduce a gold standard. I should 
think it would rather tend to diminish. 

6655. Do you think the capital indebtedness of 
India in any way interferes with the establishment of 
a gold standard ?—No; it is about a third of the 
Russian foreign debt. Of course the home charges 
are large with regard to India, but at the same time 
I think there are a great number of wealthy Russians 
who spend their money outside the country, which 
would perhaps be an equivalent. I should think 
there is an immense amount of Russian money spent 
in Monte Carlo and such places. 

6656. Would you limit the legal tender of the 
silver rupee ?—Certainly not at the onset ; not for 
years. In France, Belgium, and Holland, they have 
a large token currency, and it is unlimited legal 
tender. 

6657. In France is it unlimited legal tender?— 
Yes. 

6658. You regard the 5 franc piece as practically 
a token ?—As far as its intrinsic value goes it is a 
token. It is a silver security increased in value by 
the Government stamp, just as a banknote might be 
by being issued by a State bank. 

6659. Do you mean that it is increased in value 
by there being a restricted supply ?—Well, it is main¬ 
tained on a par with gold by the credit of the French 
Government. 

6660. But there is no open mint in France ?— 
Certainly not. 

6661. There is a restriction, whether it be too 
much or too little; the silver currency of Franco is 
restricted by the action of the Government ?—Ex¬ 
cepting that the Bank of France has a great deal 
more than it wants. It has about 48,000,000?. sterling 
of silver which it does not need. 

6662. But the outside public cannot come and 
have their silver turned into francs ?—That is so. 

6663. Do you consider that the rupee should be 

convertible into gold by the Indian Government ?_ 

No, that would be establishing a gold currency, and I 
think that would be dangerous until the position of 
the Indian Government is well assured. 

6664. I was perhaps travelling a little too quickly ; 
I was assuming that the moment had arrived for 
esiablishing a gold currency by degrees, and then you 
would make your rupee convertible ?—Certainly. 

6665. At present you admit that that would not be 
possible ?—It would be impossible and very dangerous. 

6666 . Can you give us any idea of the length of a 
process of that sort ?—We have seen that Austria 
has been able to accumulate 30 millions of gold, that 
is about 20 millions more than she used to have—and 
the reserve of silver has remained stable at about seven 

millions; and her circulation in only 17 millions. But 
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she has not issued gold yet. It is a gold standard 
without being a gold currency. The Austrian bank 
notes at the present .time are worth quite as much as 
gold, and have been so with very slight exceptions 
for some year or two. They have maintained the 
circulation of the silver florin, although a token, on a 
par with gold. 

6667. What other large country would you put in 
the category of countries haviug a gold standard 
without a gold currency ?—Austria, Franca, and 
Belgium. 

6668. Would you put the United States in that 
category ?—No; the United States and England are 
the only countries where gold is obtainable l'rdbly, not 
perhaps nowin England, because they put all sorts of 
obstacles in the way, the same as the French Govern¬ 
ment does. They are not above having an export 
“ corner.” For example, they offer the lightest 
sovereigns that they can venture to send out. They 
will give you a thousand sovereigns that are worth 
perhaps only 999Z. intrinsically. 

6669. But you do not take them ?—Oh yes, we are 
obliged to take them. We have, however, to intercept 
the Australian sovereigns as they come over, and to 
pay a premium to get them, so as to make: up for the 
light ones that we get from the bank. I initiated the 
practice of paying a premium to the Australian banks 
up to 11. in 1,000/. for the sovereigns that came from 
Australia, in order to get new ones lor export. 

6670. Just referring again to the United States, is 
not their silver currency really maintained at the rate 
of 15 to 1 practically?—Yes, 16 to 1. It did not 
cost them that, as they bought their silver cheaper. 

6671. Now have you considered Mr. Lindsay’s 
scheme ?—Yes, I think there is the same objection 
that I painted out at starting ; it is a novelty. Theo¬ 
retically it may be of some value, but I should think 
it would be absolutely useless to depend upon it as a 
basis. 

6672. Why?—Because you must have the gold in 
the country where you want it to circulate or to be 
the standard. lie quotes Scotland at some early 
period, but I can quote Scotland for every six months. 
In May and November the Scotch Banks of issue are 
obliged to send gold, and they will not take the 
certificate, of the Bank of England; they have to 
send the actual sovereign every year, in May and in 
November, and get them back generally with the 
boxes unopened. They have the actual coin to meet 
their increased issue of notes, and if it were possible 
to do with a credit at the Bank of England, I should 
think the Scotch bunks would before now have tried 
to get the system altered. But they go on sending 
year after year or six months after six months large 
sums in gold; they pay the freight and have it sent 
back again, because the actual gold must be there 
in order to maintain the confidence of the Scotch 
people. 

6673. That they have to do by the law of the land? 
—Ye3, but it seems a ridiculous thing. 

6674. I understand your objection to Mr. Lindsay’s 
scheme is based principally on the fact that he suggests 
that the gold should be in Loudon, and you think it 
should be in India ?—And also I think that you need 
not meddle with the silver currency at all. You can 
very easily, in accord with the Presidency banks or 
with an Indian State bank, withdraw the redundant 
circulation in the summer months and let it out again 


6676. The immediate effect would be a 20 per cent, 
fall in silver ?—Yes. 

6677. In your opinion the Indian Government 
ought not to take any action to depreciate the value 
of silver ?—Certainly not. They would do better to 
keep the rupees in their vaults until wanted, and lose 
the interest on them rather than melt them down. 

6678. Do you consider that any scheme for estab¬ 
lishing the gold standard in India would be influenced 
at all by a guarantee of the Imperial Government ?— 
It would be an advantage if the Imperial Government 
were to say that they would be responsible, but I 
doubt whether you would get such an engagement. I 
think tho utmost extent to which they might go 
would be to let the Indian Government have a credit 
of, say, five millions, only charging them interest when 
they use it. 

0679. That is very much Mr. Raphael’s proposi¬ 
tion?—No, they need only have English Treasury 
Bills in India or power to draw in London ; they have 
no occasion to keep any special gold here. They 
would draw at three or six months’ sight according to 
tho market, and before that time had expired provision 
would be made to meet them. 

6680. But Mr. Raphael’s scheme contemplated 
something which would be equal to a gold reserve of 
five millions ?—I was not in the room all the time he 
was giving evidence, but I understood that Mr. 
Raphael meant that the five millions of gold were to 
be placed in a separate part of the Bank of England 
as belonging to the Indian Government as a reserve. 

6681. But he also put as an alternative to that, 
Treasury Bills?—But Treasury Bills issued by the 
Indian Government here. 

6682. No, by the Imperial Government. 

(Mr. Raphael.) I. said it was not imperative to 
have five millions, but it was advisable to have five 
millions of gold distinct which could be transferred 
to the issue department of the Bank of England in 
case it was found necessary to issue Treasury Bills. 
It would strengthen the position of the Bank without 
disturbing the money market here. 

( Witness.) I quite agree with Mr. Raphael that a 
reserve of gold which might be forgotten would be 
of great advantage to this country, but I do not see 
that it ought to be at the charge of the Indian 
Government. 

6683. (Chairman.) I think you told us that 
the gold supply of the world is very rapidly 
increasing?—It is very large indeed, exceedingly 
large. 

6684. Assuming all other considerations to be put 
on one side, and confining your answer simply to the 
supply and demand of gold in the world, and the 
probabilities of the future, do you consider that the 
establishment of a gold standard with a gold currency 
in India would have an appreciably injurious effect on 
the gold market of the world ?—I think not. 

6685. (Sir J. Muir.) Might I ask why you fix 
upon la. 3d. as the rate ?—I think Is. 4c?. was rather 
an extreme rate, considering that people had brought 
a great deal of gold in previous years at a higher rate 
than the equivalent of 15 rupees per 1/., and that they 
would not be content to sell it so readily as if the rate 
had been fixed at 16 rupees to the pound sterliug, or 
Is. 3d. per rupee. But I do not think you could very 
well take a reactionary step from what is announced. 
I think, perhaps, it is better to keep to Is. 4 d., as it 
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in the winter when it is very dear ; I mean our own has been proclaimed. 

summer and winter. 6686. Have you much business with India ?—Not 

6675. Now, have you any criticism to make of the very largely, I refer to direct business. We do a very 
scheme of the Indian Government ?—I think it would large indirect business through the Indian banks, but 
be most unwise for them to melt down auy quantity our operations are confined almost entirely to bullion, 
of rupees. It wouid create a panic in India and out- We have some direct banking relations, but they are 
side. I was asked to name the effect upon the market not large. 

price of silver of melting down two or three millions 6687. Is it within your knowledge that a very 
sterling of rupees and offering the bar silver for sale, large number of merchants in Calcutta, Bombay, 
and 1 estimated it (and others quite as experienced, Madras, and Karachi think that the attempt to fix the 
or perhaps more so, than I am, agreed) at about 20 per rupee at Is. 4 d. was a mistake, and that they incline 
cent, fall in silver. to the opinion that the rate ought not to have been 
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above Is. 2d. ?—I think they would like to get their 
Indian labour and materials cheap, and they would 
like a lower rupee, but I do not think it is for the 
benefit of the country. I think it would affect in¬ 
juriously the interests of the country as a whole, 
although it might benefit exporters. 

6688. Looking at the country as a whole, is it not 
very much to India’s interest to increase its exports ? 
—If they get advantageous returns. I do not see the 
advantage of having a depreciated currency. Brazil 
suffers from a depreciated currency ; Argentine, 
Chili, and America have suffered. We suffered in 
this country at the beginning of the century. Every 
country that has good credit endeavours to have a 
full interchangeable currency, that is, a currency 
that other nations will receive, and that you can settle 
your debts with. It is a fool’s paradise for India to 
accumulate an enormous stock of silver which she can 
never pay her debts with. I think it is an absurd 
position to be in, unless you have international 
bi-metallism. 

6689. Take, for instance, an exporter of wheat or 
grain, or jute, or indigo, or any article to be exported 
trom India ; it is important for the merchant to get 
his exchange at as low rate as possible, is it not ?— 
Yes, but at the disadvantage of others. The Govern¬ 
ment suffers by the land tax being paid in silver while 
their obligations must be paid in gold ; and the labourer 
when be awakes to the fact that he is not getting 
enough to live upon, may perhaps want more wages; 
but in any case it entails suffering on the man whom 
you pay with the depreciated currency. 

6690. Does not the low rate of exchange enable 
the buyer of wheat or seeds, or whatever it is, to give 
a better price in rupees?—You go on an entirely 
wrong basis. The trade of the world is simply barter. 
You barter the goods of one country against the goods 
of another, and currency is only a means of settling 
the margin of difference according to the balance 
of trade. All you want in India is stability of 
exchange. If you have a stable exchange the 
exporters and importers will know how to calculate 
and how to deal with their respective interests. You 
cannot assume that because a low exchange will 
benefit exporters therefore it is advantageous for the 
country. It is against the country as a whole, because 
it makes the Government difficulties great, and it inflicts 
a hardship on the labourer who gets an inferior pay in 
gold value. 

6691. Like Mr. Ralli, but on a very much smaller 
scale, my firm is an exporter of Manchester cloth and 
yarn, and Glasgow goods. We are of opinion that it 
may advantage us as exporters from this country for 
a time, but in the long run it cannot be a permanent 
advantage unless there is great prosperity in India, 
and low exchange helps all the cultivators of the soil ? 
—I think not. I think that it injures them. I think 
it is preposterous to say that a depreciated currency 
tends to the prosperity of a country. It is the reverse. 

6692. But would you not acknowledge thnt 
increasing the rupees in the possession of the groat 
majority of the people in India who are pool 1 will 
enable them to buy more M anchester goods ?—If the 
exchange is low they are obliged to pay more for their 
Manchester goods. You are putting too much impor¬ 
tance on currency rates. If you admit, as you must 
admit, that the commerce of the world is pure barter, 
you must then see that the advantage of one class is 
a disadvantage to others. 

6693. (j Sir D. Barbour.) You said thnt there was 
in Germany some silver which might go to India ; is 
that coined silver or bar silver ?—In the case of 
Germany, the State Bank avoids publishing the 
quantity of silver it holds. Every other State Bank, 

I think, even in Spain and Italy, publishes in items 
so much gold, and so much silver; Germany will not 
do so, because it is afraid that it should be known. 
We have always considered they have about 
20,000,0001. sterling, either in old thalers or in bar 
silver. 


6694. You do not know which it is ?—They may 
have melted them; I think they are old thalers; 
anyhow, it is in silver. 

6695. So that if they were to send that silver to 
India if the mints were open, they would still lose very 
heavily ?—But the German Government might think 
it is better to make a loss than to wait for a further 
greater loss. 

6696. They might have sent it to India when silver 
was very much higher, but they did not ?—Because 
they were in hopes of international bimetallism. 

6697. Now you think they might stand the present 
loss rather than run the risk of a further loss ?—I 
think sff, particularly as India would have the unique 
position of having the only mints open to the free 
coinage of silver. 

6698. Have the Russians been borrowing abroad 
largely ?—Almost every year. 

6699. Have you any idea what their borrowing 
comes to on the average?—I reckoned it at about 
300 millions. 

6700. That is the total. What has it been every 
year ?—I should think their borrowing for one pur¬ 
pose or another on the average has been about five 
millions a year. They have just issued a loan in 
Berlin. But it is irregular. Some years it might be 
for 20 millions, and then they might wait a year or two; 
but they are always borrowing. I do not know 
whether they will continue. 

6701. How is the money being found for the rail¬ 
ways that are being made in Russia?—They have 
just issued a loan in Berlin. I think it was four 
millions, but they announced it was part of a much 
larger sum that they would issue. 

6702. Without going into particular figures, the 
fact remains that they have been steadily borrowing 
abroad year by year ?—Yes, as a rule. 

6703. Do you know what the rates of import duty- 
are iu Russia ?—No. 

6704. I believe they are very high. Some of their 
duties are almost prohibitive, are they not ?—Yes, it 
is a protective country. 

6705. Do you think that those two things, the 

large borrowings, year by year, and the very high 
import duties, have helped them to accumulate cold ? 
—No doubt. 8 

6706. Do you think if they gave up borrowing and 
took off their import duties their gold standard would 

continue as safe as it seems to be now?_Well 

Russia has a way, and so has the Bank of France, of 
only giving out gold when it is absolutely necessary ; 
not for ordinary circulation. The Bank of France 
would let. some gold out if it was required to pay for 
wheat, or if there was a very serious condition of the 
money market for instance. 

6707. But at any rate if they gave up borrowing 
abroad and took off their import duties that would 
raise a serious difficulty as regards their gold standard ? 
—Not if they ceased to import gold. I think 
they have imported quite as much gold as they have 
been borrowing in latter years, and that tells one 
against the other. 

6708. If these protective duties were taken off, there 
would be a large increase of imports which must be 
paid for ?—I think if they lessened the import duties 
they would increase the imports and increase the 
exports, because, trade being barter, you could not 
carry on a one-sided trade with another country. 
Therefore, if we did largely export io Russia, we 
should have to import largely from Russia. 

6709. If the exports from Russia increased in that 
way, do you think that a portion of that increase 
might take the form of gold ?—Well, they might let 
gold go if they wished, but money is always attracted to 
the country where it is most required if credit is 
good. For instance, so long as Russia keeps the 
bank rate at 6 per cent, they will not lose any gold, 
and the credit of Russia is fairly good, because people 
will always send money there to employ it there 
and they would not like to take it away unless they 
were afraid of some catastrophe. 
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6710. Is the bank rate permanently at 6 per 
cent. ?—It has been for years, and the outside market 
just the same, 5 or 6 per cent. 

6711. It would be a great saving for India if it 
could keep the rate of discount steady; how do you 
propose to do that ?—You must do it in accord with 
the Presidency banks. If you take sufficient currency 
away you can make a 4 per cent, rate into a 6 per 
cent, rate ; if you take some more you can make a 
6 per cent, rate into a 12 per cent. rate. 

6712. But what I want to know is, how could you 
keep it at 4 or 6 per cent. ?—When it gets above G per 
cent, let out some of your balances. 

6713. That is providing more capital ?—Providing 
more currency. 

6714. The capital would take the form of currency?— 
Yes, you could regulate the money market if you have 
control of the deposits. 

6715. If the banks in India had a larger capital, 
that would help to keep the rate of discount low ?— 
Yes, if they employed it in India it would; but you 
could easily prevent very heavy rates of discount in 
India if you made the exchange fairly stable. Every¬ 
body to-day would be glad to get the Indian rates for 
money if they thought they would get the amount 
back in a month or two at the same rate of exchange. 

6716. In any case there must be a loss in sending 
money out to India and getting it back ?—No; if you 
had a fairly permanent rate not below 4 and not 
above 6, you would get as much capital as you 
could employ at those rates. 

6717. For that purpose you would want more 
capital ?—But you would attract capital by a stable 
exchange. It was the case with Austria with their 
5 per cent. rate. It was the same with Russia with 
her 6 per cent, rate; the money goes there because 
it is safely employed. 

6718. {Mr. Campbell.) You mentioned that the 
rouble is now kept steady at 25§d. to 25£d. ?—That 
is so. 

6719. What did it rule at before the Government 
took steps to regulate it ?—I have known it down 
to about 20 d., and I think even below 20 cl. Many 
years ago I fancy it was as low as 19 cl. I am not 
quite sure. 

6720. There has been a very heavy rise?—I have 
the figures for every year since 1869. It has been 
higher and it has been lower. At a favourable time 
they adopted fixing it at two-thirds of its original 
value; they made the 7^ rouble piece out of the 5 
rouble piece; that is 7| roubles equal to the 20 franc 
piece. 

6721. I do not know whether you have considered 
what reserve is necessary before pronouncing the 
convertibility of the rupee ?—I think the first step 
should be when you have a sufficient amount of gold 
to make your notes payable in gold and issuable again 
in gold. 

6722. You mean the Indian currency notes ?—The 
Indian bank or Treasury notes; amounting to 24 
crores. That means about 16 millions sterling. If 
you had 10 or 15 millions of gold you could make 
those bank notes payable in gold unless you were 
afraid of the gold being hoarded. That I must 
leave to the gentlemen who know the natives. I 
think you could get the native magnates to help you, 
giving them the assurance that they could have the 
gold again. I think if you made your rice duties 
and other duties payable in gold you would accumu¬ 
late it from all the little stores of the world without its 
being generally known ; you would get it in such small 
quantities. You might also issue some of your Indian 
sterling loan in coupon bonds and receive the coupons in 
India in payment of duties. That would induce some 
of the exporters to hold that stock in India in order 
to gain interest. It would he gold paying interest. 
All those details would help in one way or the other. 
If you resolve to carry it out I see no insurmountable 
obstacle with the good credit of India in getting as 
much gold as you like; 100" millions if you like. 


6723. Good credit is one thing and resolution you 
said was another ?—Yes. 

6724. Would that mean adhering to your scheme 
at all hazards ?—Stating that under no circumstances 
would you depart from it. You would at once get 
a demand for rupee paper. That you would know 
yourself, because it would pay a higher interest. 
That, of course, would help your project. 

6725. Might there not be a third way, by the 
operation of the balance of trade ?—Certainly. 

6726. India, besides paying her foreign debt, has 
always the command of a very large amount of bullion 
every year over and above that. Would not that 

give her the command of the funds necessary ?_ 

Certainly. 

6727. And would not that be a more natural and 
better way than borrowing ?—Certainly. 

6728. It might, perhaps be a slower process ?—But 
it is better that such an operation should be slow. 

6729. Y r ou say gold never can bethoreal currency in 
India?—It is most unlikely that it can be the main 
currency or anything like it. India would not in 
that respect he alone; there is no country, except 
England, not even Ireland or Scotland, but England 
and Wales, where gold is largely used as currency. 

6730. Might it not be the circulation for large 
wholesale transactions and for foreign trade purposes, 
with the rupee continuing to be the circulation for the 
retail transactions of the country ?—If you had the 
same facilities in India as in other countries for the 
transfer of bank reserves from one city to another (the 
Bank of Russia, for instance, has 193 branches) you 
could economise the transmission of gold to an 
enormous extent. You can telegraph enormous sums 
from one end of Russia to another at a very small 
charge. 

6731. So you can in India through the Currency 
Department from Bombay, Calcutta, Madras, or 
Rangoon, at about one-eightb per cent., sometimes 
even one-sixteenth ?—You would have no particular 
need for gold except for export; and then the Treasury, 
if it had n redundancy, could spare some. 

6732. With a favourable trade balance you might, in 
the course of a few years, accumulate all that was 
necessary ?—Yes. 

6733. {Mr. Hambro.) Did not Russia begin col¬ 
lecting their gold by issuing a great quantity of 
bank notes when the harvest happened to be very 
good ?—The Russian Ministers of Finance have been 
wonderfully clever, the present one especially. 

6734. But did not they begin by issuing a quantity 
of bank notes when the harvest was good, and using 
that at the various seaports to buy sterling bills, the 
proceeds of a very prolific harvest ?—They have done 
so in Berlin very largely. I did not know that they 
did it at the seaports. They used to buy gold in 
Germany against rouble notes. 

6735 I think I have seen remittances come in 
from ail sorts of seaport towns ?—They have been 
very clever; and have not disturbed the money- 
market, although they have accumulated an enormous 
sum. 

6736. Their first proceeding was to issue a 
large amount of currency, so keeping money per¬ 
fectly easily in their own country and buying 
bills ?—I never remember in late years the Russian 
Bank rate of discount being below 6 per cent. 

6737. They kept it at that ?—Yes. 

6738. Do you think that if the Finance Ministers 
hud published the particular operation they were 
going to make they would have achieved that result ? 
—No, I think not. The essence of an operation of 
this kind is doing it quietly and without publicity. 

6739. It is one of the essentials of an operation of 
this kind that every step should not be published ?— 
That is so. 

6740. But I suppose that would hardly be com¬ 
patible with the manners of the English and Indian 
Governments ?—I do not see that they nee<j publish 
what amount of gold they receive for imports. They 
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might say that they would take silver for small 
amounts and gold for larger amounts, and so forth. 
You could very easily conceal it; but I think that the 
fact that gold was being accumulated ought to be 
known. 

6741. Do yon think that if a national bank was erected 
in conjunction with t lie Presidency banks with a large 
gold capital, 20,000,000/., or any amount you like, and 
if the currency of India, subject to proper laws, was 
placed under the management and control of that bank, 
the bank would be more likely to carry out your 
views than the governmental department ?— 
Certainly; I think it would be wise to amalgamate 
the Presidency banks into a State bank and give them 
the note issue. 

6742. Would it not be wise also to increase the 
capital of the Presidency banks ?—Certainly. 

071.1. And it would be easy to get any amonnt they 
required?—Auy amount. 

6744. You think if the currency was taken away 
from the control, or rather the management, of the 
Government, but that subject to the laws, the 
management were given to a bank composed of 
merchants and bankers and officials, it would be 
easier to carry out such an operation as you contem¬ 
plate, which is, I understand, buying gold in the 
cheapest market, not always taking a great profit ?— 
Certainly it would be the best mode. 

6745. (Sir D. Barbour .) You said that you would 
begin by converting the bank note in India when you 
wanted to have convertibility ?—Yes. 

6746. Would not that be practically the same as 
undertaking to convert the silver rupee as well ?—Not 
if you make them gold notes, because supposing there 
was an easy money market, they might want some of 
the notes exchanged for gold; suppose there was 
afterwards a tighter money market, they would have 
to get the gold again to obtain paper or silver cur¬ 
rency. The object of making the bank notes payable 

The witness 


in sovereigns would be to familiarise the people with 
the actual gold. 

6747. But these gold notes would have to be distinct 
from the present notes ?—If you had a good reserve of 
gold you could call them gold notes, issued by the 
Treasury or the banks, payable in gold. 

6748. Separate from the notes which are payable in 
silver rupees ?—No, the identical ones. 

S749. A man now with 10 rupees could go to the 
Paper Currency Office and get a note for them, and, 
if he could convert the note into gold, he would have 
converted his rupees into gold ?—I said issuable and 
payable in gold. 

6750. That would be a separate note, then ?—If 
you made the present notes gold notes a man would 
not be able to take his 15 rupees and get a note; he 
would have to take a sovereign. But I mean you 
might have small notes. Suppose a man wanted to 
get 30 rupees in uotes, he would have to take two 
sovereigns. 

6701. What would you do with the existing notes? 
— fou may issue fresh ones, or you may call these 
gold notes. If you have plenty of gold and want to 
try the experiment it would not be necessary to issue 
fresh notes. You might say the Treasury notes are 
from such and such a date payable in gold. If they 
came in to the extent of five millions sterling it would 
make a stringency in the money market, and they would 
perhaps be glad to take the notes against gold coin. 

6752. Then the notes would cease to be changeable 
for silver rupees ?—No, you could give silver rupees 
if they wanted rupees. 

6753. Then would not the result of that be that 
you undertake to give gold for rupees ?—No, because 
if you do not give notes out for silver you do not give 
notes out for rupees, but 1 think it would be better to 
keep the option whether you pay in gold or silver. 
That is what is done in the case of the Bank of 
France ; they find no inconvenience, and they keep 
the bank rate steady. 

withdrew. 
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6754. (Chairman.) You are general manager of 
the Bank of Montreal ?—Yes. 

6755. That is the principal bank in Canada?—Yes. 

6756. Have you many branches?—Forty-four in 
Canada, two in the United States, and one. over here. 

6757. It is a bank independent of the Government ? 
—Quite. We have the Government account, but 
they have nothing to do with the management of the 
bank. 

6758. Just tell us what is the standard and what is 
the currency in Canada by which that standard is 
used ?—j-The standard is a gold standard ; the same 
standard as an American eagle. We have no gold 
coin of our own, but the American eagle and multiples 
of it (the half eagle and double eagle) and the English 
sovereign are legal tender. We never see a gold coin 
in circulation from one end of the year to the other. 

6759. There i,s no gold in circulation ?—Practically 
none. 

6760. What is in circulation ?—A certain amount 
of Dominion notes. The Dominion Government, have 
an issue that is limited by the Act of 1880 to 
20 millions, secured by 15 per cent, in gold, 10 per 
cent, in gold or Dominion Government bonds 
guaranteed by the Imperial Government, and 75 per 
cent, in their own bonds, which they are at liberty to 
issue at any time when it is necessary to protect the 
gold currency ; but for anything over 20 millions they 
have to have actual gold in their possession. The 
present issue is about 22 million dollars, for which 
they hold in gold in the different treasury chests 
10,600,000 dollars, and Imperial guarantee bonds 
1,946,000 dollars, and Dominion Government bonds 
15,000,000; about 5,000,000 dollurs in gold more 
thau is required by the Act of the Dominion. 

6761. You have 10,000,000 in gold?—At present, 
that is as security for the Dominiou note circulation 
only. 


6762. What metallic currency have you in Canada ; 
I mean silver currency ?—50-cent piece, 25-cent piece', 
10-cent piece, and 5-cent piece; and then we have a 
copper coin of 1 cent. 

6763. What is your legal tender ?—It is the 
Dominion note that I have just described, and gold. 

6764. Not silver? — Silver to the extent of 
10 dollars. 

6765. Dominion note unlimited and gold unlimited ? 
—Yes; and copper coin is legal tender to the extent 
of 25 cents. Of this Dominion note issue, although 
there are 22 millions nominally in circulation, there 
are only about 7,000,000 or 8,000,000 in circulation, 
because the rest are carried by the bank as part of 
their reserve, and are not in circulation except between 
banks when they are used to settle balances. 

6766. Have you any idea what is the extent of the 
circulating currency in Canada ?—The total circulation 
of all sorts is, I should think, about 8 millions in 
Dominion notes, and to-day 36 millions in bank notes. 
That fluctuates as the country requires it, and perhaps 
5 or 6 millions in small specie, silver and copper. 

6767. That is about 50 millions ?—I should think 
so ; it would nominally appear more, but 15 millions 
of these notes of the Dominion Government are locked 
up in the banks. 

6768. Have you anything to say about the pro¬ 
visions of the Canadian Bank Act of 1890 ?—The Act 
of 1890 was an Act which authorised the Chartered 
Banks of Canada to conduct the note issue. It gave 
them power to issue to the extent of their unimpaired 
paid-up capital. It has never yet reached that limit. 
If a bank is in danger of issuing beyond its unimpaired 
paid-up capital, it generally buys the notes of another 
bank and uses them. The security for the circulation 
is, first of all, a first lien on all the assets of the bank, 
then the guarantee fund to which every bank contri¬ 
butes 5 per cent, of its total circulation. This 
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guarantee fund must be kept unimpaired by the banks, 
but they cannot be called on to contribute to the 
extent of more than 1 per cent, of their circulation in 
any one year. As a matter of fact, there is no 
likelihood of the Fund ever being touched. We have 
only had one failure since the Act came into 
operation; that was the case of a bank in Mon¬ 
treal, and the difficulty was to get the ,notes in for 
redemption. Everyone who got hold of those notes 
held them as a good investment, because they carry 
6 per cent, from the date of the failure until redemption 
in the liquidation. The only way to redeem them was 
by an official announcement in the Gazette stating that 
the liquidator would be prepared to redeem the whole 
issue, whereupon interest ceased to run. A dollar 
cannot remain in circulation one day longer than is 
necessary; directly it is unnecessary, if a man has 
five dollars more than be wants, he passes it into the 
bank or pays a debt with it, so that there is never 
any surplus of currency outstanding and requiring 
redemption at any time. 

6769. What do you consider the special advantages 
of your Canadian system ?—Its safety, elasticity, and 
perfectly automatic working. And another feature is 
economy of capital. Directly our circulation returns 
into our vaults, it is worth nothing except the paper 
and the cost of printing. With currency of other 
countries there is always so much capital locked 
up soon after it is in the hands of the banks. If 
we have a big demand for notes to move the crops 
in the north-west, for instance, this year we required 
10 million dollars, that was an increase of circulation 
extending over two or three months, but that made 
no contraction of loanable capital anywhere in Canada. 
It was supplied by this bank currency which was 
issued to purchasers of groin and ,by them paid to the 
farmers. It takes two or three months to return, 
because a farmer, after he has paid for his grain, 
generally has some farming operations to do, and 
he keeps it at home while tilling his ground, and so 
on, and then brings it in about two or three months 
afterwards. It is either placed to credit and disap¬ 
pears, or it is used to pay off loans to merchants and 
disappears. In the meantime it has made no 
contraction of loanable capital anywhere in the 
country. 

6770. What is the average rate of discount ?—It is 
equal now to about 5 to 6 per cent.—the com¬ 
mercial rate. It depends entirely on the part of the 
country it is in. We have branches extending from 
the Pacific to the Atlantic, and in the mining districts 
the rate would bo very much higher than that on 
account of the expense of living and the cost of trans¬ 
portation. In some of the mining districts it is as 
high as 12 per cent, and 8 and 9 per cent.; but then the 
expense of living is considerable; and we have to take 
that into consideration. 

6771. Under your system are we to understand 
that there is no such thing as a restriction of the 
currency ?—It is restricted to the amount of our un¬ 
impaired paid-up capital. 

6772. I should rather have put it the other way; 
there is no such thing as a scarcity of currency ?—It 
is impossible. Directly it is required it flows out 
naturally. 

6773. It automatically expands?—Yes. 

6774. And you have a steady rate of discount?— 
We have a steady rate of discount. Of course the 
rate of discount is a sort of safety-valve in case 
we were importing too heavily. We might r equire to 
remit something in payment of our imports, and that 
would require gold. To prevent gold going out we 
could put up the bank rate; we could raise it steadily, 
and as we did so money would flow in, because our 
credit stands very high; there is no difficulty about 
getting capital if we give a sufficient return in interest. 
In that, way it regulates the flow of gold. Compara¬ 
tively little gold passes backwards and forwards into 
or out of our country. As the crops come forward 
to be sold in Europe it establishes large credit 
balances in our favour, which we allow to remain 


over here. The banks in Canada are very powerful 
banks as compared with the population. If you take 
the Bank of Montreal, of which I am general 
manager, it has a capital of 2,500,OOOf. sterling, and 
a large reserve fund besides. That, as compared with 
the population, is very large. You have no banks 
equal to it at all, except some of the State banks. 
We allow these accumulations in payment of grain to 
remain in the different countries, so that when people 
require payment for their imports, instead of for¬ 
warding gold out of the country, we sell them drafts 
on the balances that are established abroad, so that 
hardly any gold passes backwards and forwards at all. 

6775. Is your rate of exchange steady ?—No. 

6776. What causes the fluctuation ?—The fluctua¬ 
tion is caused by the demand for remittances at a time 
when we are exporting little, or a cessation of demand 
when we are exporting heavily. When there is a 
heavy demand for remittances the value of exchange 
rises. When there is an accumulation of balances 
in Britain or Europe from grain bills coming forward, 
exchange goes down, because there is more exchange 
than can be bought by the merchant in payment of 
imports. Then the bankers buy these bills at as 
low a price as it would coat to bring gold out, taking 
into consideration the question of interest and the 
cost of transporting the gold. 

6777. Are you familiar with the monetary system 
of India?—Oh, no. I have heard more about it this 
morning than I have ever known in my life before. 
We have nothing to do with it in Canada, and we 
are comparatively ignorant on the subject. 

6778. At all events you are not ignorant as to 
the possibility of a country having a gold standard 
without a gold currency ?—I think it is the only 
proper currency in the world ; that is my impression. 
I would not say without a gold currency, because a 
certain amount is required or may be necessary to pay 
balances. Our gold is only useful to us to pay our 
foreign balances occasionally. In the meantime, until 
exchanges can be adjusted, we keep American gold 
against our foreigD balances. There was a great 
outcry for us this year to mint the gold that is coming 
out from the Yukon in such large quantities, supposed 
to be ten millions of dollars ; but, as I pointed out to 
the Government, the gold is really no use to us till it 
passes out of the country, giving us credit balances in 
other countries to draw against. The gold minted 
would only remain in the vaults of the bank, so that 
it would be no possible good at all. 

6779. (Sir D. Barbour.) I gather from your 
evidence that two at least of the peculiarities of the 
Canadian system are, first, that the banks have large 
capital ?—Yes. 

6780. And, secondly, that there is an elastic system 
of note issue?—Yes. 

6781. Of course you know the system of note issue 
which exists in this country, that an additional note 
cannot be issued unless so much gold is paid in ?—Yes. 

6782. It is not what you may call an elastic system ? 
—No; the note actually represents the gold; the 
more currency issued the more capital is withdrawn 
from useful employment. 

6783. I do not know whether you are aware that 
the same system that we have here is in force in India ; 
that is, that another note cannot be issued unless the 
coins are actually deposited. Now, your system of 
issue of notes seems to be more like what is the 
practice on the Continent than what is the practice 
in this country ?—I do not know of any Conti¬ 
nental nation that has the same system. 

6784. Not precisely the same, but I think the 
Continental nations generally have a different system 
from ours ; they have more elastic systems ?—To the 
extent that portions of it are against ft fiduciary 
holding; that is so. 

6785. Now, you issue notes within certain limits, 
but what amount of gold in circulation is necessary, 
or what arrangements do you make in order to secure 
convertibility of the notes that are issued ?—Gold is 
never demanded for them ; we do not imagine that it 
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Clouaton. that experience. When I say never, a few dollars 

12 Jui"v"i 898 iaa y occasionally be asked for. 

u y ' 6786. It is a very fortunate position, but you do 

hold a certain amount of gold ?—We do hold a certain 
amount of gold ; the little gold that is required to pay 
our foreign balances temporarily, till exchange gets 
into better shape. 

6787. In the case of a great panic in Canada (if 
such a thing be possible) would you not find a 
difficulty ?—Not as far as circulation is concerned. 
The people of the country understand it so well. 
What they would do if there was a panic would be 
this : they would draw out their balances in banknotes, 
knowing that the bank notes were absolutely secure. 

6788. You cannot conceive any want of confidence 
in your banknotes ?—No. 

6789. And as long as confidence lasts it is very easy 
to maintain convertibility ?—Yes ; but even in case 
they should lose confidence there is no trouble about 
getting gold. VVe have a certain amount of gold in 
the country. The total circulation of the bank just 
now is about 36 millions ; we have 10 millions against 
that now, and in addition to that we have very large 
foreign balances and securities which we could sell 
in New York and London. 

6790. You have 10 millions now ?—Yes. 

6791. That is roughly one-third; it is 10 against 
36 ?—Well, it is against our liabilities generally. 

6792. But it is 10 millions there which is available ? 
—Yes, you can understand why 1 say our circulation 
is absolutely safe. The total circulation is 36 millions. 
Against that we have assets, on which there is a first 
lien, of 360 millions, we have the guarantee fund of 
two millions— 

6793. I am not questioning the fact that your 
position is perfectly safe. I want to see how it 
happens that you are in a better position than other 
countries. It does not follow that every bank can do 
with as little gold as you can. The fact that there 
are those great assets gives confidence in the notes ? 
—Yes. 

6794. And if the worst came to the worst you 
could sell in New York ?—Yes, and besides that 
we carry our reserves in other countries. Last 
winter we carried a large amount in Germany and 
Holland, and a large sum here, and in France and 
the United States. When I speak of large sums of 
course that is comparative. It might not be a large 
sum for the Bank of England, but large for us in 
proportion. 

6795. (Mr. Holland .) You told us that you had had 
variations in your rate of exchange, but you did not 
indicate within what limits those variations generally 
were. Will you tell me the maximum and the mini¬ 
mum ?—It depends so much on the rate of interest 
over here. 

6796. But in your experience of the last few years 
what has been the maximum and minimum ?—In 
Canada the rate has not varied a great deal, perhaps 
$4'80 or 4'88 or 4 - 89 for the sovereign. We have seen 
very large variations in places like Chicago, where 
they have had panics. In the panic just before the 
last election it was considerable in a very short period. 

6797. But the average variation has been between 
$4-80 and $4-90 ?—Yes. 

6798. (Mr. Campbell.') Regarding this 5 per cent, 
guarantee fund ; in what is it held ?—It is held by the 
Dominion Government. 

6799. In cash ?—I don’t know how; it is only a 
small amount for the Dominion Government—two 
million dollars. 

6800. They are responsible for it ?—They are, for 
the custody. 

6801. (Mr. Le Mar chant () Are not many of the 
remittance transactions betweeu Canada and England 
conducted through New York ?—Yes, a considerable 


number of the transactions in connection with our 
remittances. Our remittances are conducted directly 
with England, but we often buy or sell exchange in 
.Now York. 

6802. There may be exports of gold indirectly in 
connection with Canadian remittances to England, 
although they would not appear in the exports from 
Canada ?—That is possible. The amounts required 
would be supplied by the banks without any special 
arrangement with New York. 

6803. Owing to the banks’ command of sterling 

abroad ?—Yes. " 

6804. When you speak of fresh capital flowing in, 
does that flow in in the form of gold, or is it a transfer 
of sterling claims abroad; is it a transfer of the 
sterling balances that you are speaking of?—It would 
mean an increase of our balances over here. 

6805. But not necessarily a shipment of actual gold 
either to New York or Montreal ?—No. Take the 
ease of an insurance company investing largely in 
our securities. If they wanted 100,000/. it would be 
placed to our credit here, and we should pay it on tho 
oilier side. There would be no actual transfer of gold. 

6806. Have you ever found the demand for notes 
come up to the issue power of the banks ?—No, 
never. We have power to issue up to 60 millions, 
and we have never issued more than 40 millions. 

6807. Does that depend on the management of the 
banks ? I could imagine the public demanding 
facilities if they were offered at a sufficiently low 
rate?—What you are asking is, who limits the amount. 
I think the banks themselves limit the amount. Of 
course it was the desire of the banks that they should 
create public confidence to the greatest possible extent 
in the circulation, and if they had had an unlimited 
circulation that could not have been done. 

6808. And equally in managing the circulation 
under the existing powers, it depends very largely on 
the banks how far those powers are exercised ?—It 
depends on the necessities of the country. 

6809. With regard to covering the interest on 
the sterling debt; how is that managed; do the 
banks manage the remittances for the Government ?— 
The Government buys in the open market exchange 
from the banks to pay for remittances. 

6810. In any way that suits them ?—Yes. Nearly 
always by tender. 

6811. There has been no direct export of gold 
traceable to paying interest on the debt ?—No. 

6812. Does the balance of trade vary very mate¬ 
rially in different years ?—Oh, yes; it varies materially 
with a big crop or the enhanced price of a crop of 
grain, and also with the condition of affairs in Canada. 
In prosperous times we import very heavily. 

6813. Has it ever been so far adverse as to lead to 
any crisis or panic ?—No. As I say, if we saw that 
approaching, we should curtail the purchasing power 
of our customers by the rate of discount. That is the 
safety-valve. 

6814. Has there at any time been a party in 
Canada for a depreciated currency ? When the United 
States had an inconvertible currency, was there any 
movement in a similar direction in Canada ?—Not to 
any extent. I may say practically none, In a 
community there are always a certain number of 
cranks who start theories about currency, but there 
has never been anything to the extent of a party. 

6815. There has never been in Canada a party 
holding the view that the United States benefited 
by a depreciated currency ?—On the contrary, the 
opinion is that that is a great bar to the progress of 
the United States. 

6816. Canada had, as a neighbouring country, the 
means of observing the working of the United States 
currency ?—Yes. 

6817. And there was no wish to imitate..it in that 
respect ?—None whatever. 


The witness withdrew. 
Adjourned. 
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Monday, July 18th, 1898. 
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The Right Hon. Sir HENRY H. FOWLER, G.C.S.I., M.P. (in the Chair). 


Sir John Muir, Bart. 

Sir Francis Mo watt, K.C.B. 

Sir David Barbodr, K.C.S.I. 

Sir CnAKLES Chosthwaite, K.C.S.I. 
Sir Alfred Dent, K.C.M.G. 


Mr. Robert Campbell. 

Mr. Everabd Hambbo. 

Mr. W. H. Holland. 

Mr. F. C. Le Marchant. 

Mu. Robert Chalmers, Secretary. 
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G818. {Chairman.) Will you state your description 
and experience?—! was formerly in the Account 
Department of the Government of India. I was for 
25 years in the service of the Government of India. 
The highest post I reached in that service was 
Accountant-General of Madras. 

6819. You are acquainted with the questions 
affecting the coinage and currency of India ?—I have 
tried to make myself acquainted with them. 

6820. Were you in favour of closing the Indian 
mints in 1893 to the coinage of silver ?—Yes, but only 
as the first step towards the adoption of a gold 
standard. 

6821. Why were you in favour of the closing of 
the mints ?—Because I thought that, under the cir¬ 
cumstances, India should put herself on a gold 
standard. 

6822. You were influenced, then, exclusively by 
that consideration and not by the existing financial 
condition of India ?—Just so. 

6823. You are aware that exchange had fallen when 
the closure of the mints was recommended by the 
Indian Government?—Yes, to 14|rf. 

6824. Was that the lowest ?—I think so. 

6825. But are you aware that an increased burden 
was falling on the taxpayer of India for the purpose 
of remitting the gold payments to London?—l'es; 
but I do not think that that was the special evil from 
which India was suffering. 

6826. What was the evil ?—What seemed to me to 
be the most serious evil was the hindrance to trade 
caused by the two countries having different standards 
of value. 

6827. You mean Great Britain and India ?—Great 
Britain and India. Also it had always seemed to mo 
a very great injury to India that capital was, to a 
certain extent, prevented from going to India by the 
uncertainty of the rate at which it would be got back 
again. 

6828. I suppose that difficulty did not arise during 
the greater part of your residence in India, because, 
uutil after the demonetisation of silver by Germany, 
exchange was stable ?—I left India in 1879, and the 
fall in the value of silver began to take place in 1873. 

6829. Do you consider that the mode of carrying 
out the closing of the mints was the wisest that could 
have been adopted ?—N o, I do not. 

6830. Will you state to the Committee what your 
objections are ?—I think the permanent gold value to 
be assigned to the rupee should have been settled. I 
think that the temporary major limit of 16d., which 
was the result of receiving gold at that rate, was too 
high. There were indications that it was desired to 
raise the gold value of the rupee even to a much 
higher figure than 16d. Then, very soon after the 
mints were closed, an attempt was made to force up 
the gold valug of the rupee by putting a minimum 
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price on Council bills. No scheme was propounded 
for either the convertibility of the silver rupee into 
gold or the partial substitution of gold for silver as 
currency, and there was no finality in the scheme, 
which did not provide by legislative enactment for the 
future adoption of a gold standard. What I wish to 
make clear to the Committee is this: My view was 
that it would have been quite unjustifiable to have 
closed the mints unless it was the first step towards 
a gold standard ; and with that in my mind I think 
the whole thing should have been, I will not say cut 
and dried, but put on a definite footing. 

6831. Did not the Government of India, when they 
recommended the closing of the mints, or, at all 
events, I think when Sir David Barbour made his 
statement in the Indian Legislative Council, distinctly 
declare that it was a step towards the establishment 
of u gold standard?—They did; but although Lord 
Herschell’s Committee adopted the recommendation 
for a gold standard, some individual members of the 
Committee, one could see, did not take that view. 
That very able gentleman, Mr. Bertram Currie, for 
instance, in the Minute which he appended to the 
Report of the Committee, distinctly said that he 
hoped that the rupee might get up to a higher rate 
even than 18ef. That was distinctly indicating that 
there was no idea in his mitid of a gold standard. 
Further, he distinctly said that he would have no gold, 
and I contend that you cannot have a gold standard 
without gold altogether ; so that Mr. Bertram Currie, 
for one, was not in favour of a gold standard. 

6832. The only point in which I understand 
Mr. Bertram Currie differed from his colleagues was 
this: He says, “ While cordially concurring with the 
“ views of my colleagues, so far as they support the 
“ proposals of the Government of India, I should 
“ have preferred to approve those proposals without 
“ imposing the condition that the closing of the mints 
“ should be accompanied by an announcement that 
“ rupees will be coined in exchange for gold at the 
“ ratio of Is. 4 d.” I think that was his only 
dissentient point ?—Will you read further on ? 

6833. He says: “It will be admitted that in a 
matter of this kind tho minimum of State interference 
is desirable ” ?—I think you will find that further on 
he says that he hoped to get the rupee up beyond 
that. 

6834. Is this the passage you refer to? “I am 
“ unwilling to take the responsibility of attempting 
“ to fix a rate if the object can be practically 
“ accomplished by the natural action of the market. 
“ Moreover, I fail to see what advantage would be 
“ gained by selecting the ratio of 22'37 to 1 (Is. 4d. 
“ the rupee) rather that of 18’22 to 1 which has 
“ been adopted with apparent success by Austria, or 
“ that which is in use among other nations. If, con- 
“ trary to expectation, exchange should rise suddenly 
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“ in an inconvenient degree, I would meet, the 
“ difficulty in the way proposed by the Government 
“ of India (quoted at paragraph 47 of the Coin- 
“ mitteo’s report) by declaring that English gold 
“ coins shall be legal tender in India at a rate to be 
“ fixed by them.” He does not seem to commit 
himself to anything stronger than that. Perhaps 
when you get the proof of your evidence, if you see 
that there is any statement of his that you wish to put 
before the Committee you will embody it?—Very 
well.* 

(5835. {Sir D. Barbour.) Did not the Secretary of 
State expressly and formally sanction the closing of 
the mints as a first step towards the introduction of a 
gold standard ?—Yes, he did. 

6836. {Chairman.) This is the telegram from the 
Secretary of State to the Viceroy, of' the 20th June 
1893, “ We, have considered your letter of the 2nd 
“ June 1892, and your telegram of the 15th instant 
“ respecting currency. Her Majesty’s Government 
“ have decided to approve the proposals of your 
“ Government to close the mints to free coinage, and 
“ to make arrangements for the adoption of a gold 
“ standard, subject to the modifications recommended 
“ by Lord Hersehell’s Committee, which your Govern- 
“ ment have accepted. You are, therefore, empowered 
“ forthwith to take the necessary steps.” That is 
the final decision?—That I know, but what was in 
my mind was this: that any person looking through 
the actual Report of the Committee would see that 
some of the members at any rate were not in favour 
of accumulating any gold at all, and there was no 
indication of how they intended to secure the gold 
without which, I contend, there cannot be a gold 
standard. 

6837. Would you indicate in detail any prejudicial 
effects which were due to any of those faults ?—The 
limit of 16c/. was reached only a few months ago, and 
less than a quarter of a million of gold has been 
received to date. Stopping the sale of Council bills 
unduly encouraged the importation into India of silver 
and of merchandise, and tended to dislocate trade. 

6838. That did not last for very long, did it ?— 
For seven or eight months. 

6839. The suspension, you Ithink, did a great deal 
of harm ?—I believe so. I perhaps may be allowed 
to mention one point which makes roe think that it 
did harm. One of the leading bimetallists, and a very 
clever fellow, told me in December 1893, “if the 
“ Government had wished to spoil its scheme they 
“ could not have done better than by stopping 
“ the sale of Council bills.” I believe that the 
holding up of these bill's had a very bad effect on the 
future value of the rupee. The absence of any per¬ 
manent rate and of any law, or even of any definite 
scheme, for eventually putting the rupee on a gold 
basis, together with the indications that a higher rate 
was aimed at, prevented the. public from having 
confidence in the determination or ability of the 
Government to go on witti a gold standard scheme. 

6840. Arc there any other points of detail that you 
would like to mention to us as having had a pre¬ 
judicial effect ?—I think I have gone over the whole 
ground. 

6841. Now, what do you say as to the re-opening 
of the mints ?—I am decidedly opposed to it. 

6842. Why ?—Because 1 would try and put India 
on a gold standard. 

6843. Do you think it impossible to continue Indiu 
on a silver standard ?—Not impossible, but it would 
be very disastrous, I think. 

6844. You think it would be attended with great 
risk and danger ?—Great risk and danger to the 
finances of India, I think. 

* Note b,ij Witness. —I see, cow, that I was wrong in using 
the forcible language I did in regard to Mr. Currie’s views. 
Hut his allusion to the Austrian rate, 18'22 to 1, corresponding 
to Is. 7|<7. the rupee, and the rate in use among other nations 
(16 and 15^- to 11 corresponding to Is. 9J<i. and Is. 10(d. the 
rupee, indicated that lie would not object if the natural action 
of the market with closed mints gradually forced up the gold 
value of the rupee to those high rates. — L. C. P. 


6845. You have been in favour of a gold standard 
for some considerable number of years ?—Yes. 

6846. Before this question came either before the 
Indian Government or Lord Ilerschell’s Committee ? 
Yes, I was in favour of the gold standard when the 
Gold and Silver Commission held their sittings. 
Sir David Barbour may remember that I sent in a 
memorandum to that Committee on the subject. 

6847. You wrote a paper in 1888, entitled “A 
proposed Gold Standard for India ” ?—Yes. 

6848. Then, you wrote another paper in 1892 ?— 
Yes. In 1886, I think it was, I sent in a memor¬ 
andum to the Gold and Silver Commission on the 
subject. 

6849. Are your proposals for a gold standard 
dependent on, or accompanied by, or do they exclude, 
a gold currency ?—I mean a gold standard without a 
currency. While admitting the advantages of a 
currency more or less composed of gold in a gold 
standard country, I think in India a gold currency is 
not only unnecessary but, in the first instance, at any 
rate, undesirable. If the silver rupee can be secured 
as an effective representative of a cerlain amount of 
gold, it will be more convenient for the transactions 
of the mass of the people than gold coins. If gold 
coins were put into circulation the temptation to 
hoard them and to use them as ornaments would be 
very great. Of course if the natives of India want 
gold, and are able to pay for it, you cannot prevent 
their getting it. But it is one thing their buying it 
as merchandise and it is another thing their being 
able to get it as currency. The facility with which 
silver rupees could be extracted from the currency 
and turned into ornaments greatly encouraged the 
use of silver for this purpose ; and so it would be 
with gold. If gold coins were passed into the 
currency it would be at first almost like pouring 
water into a sieve. 

6850. That argument is entirely directed to the 
question of hoarding ?—Hoarding and ornaments. Of 
course, practically they are both the same. 

6851. The extraction of gold from the currency?— 

6852. You said, “ if the silver rupee could be made 
an effective representative of gold.” I think we 
should like to hear you define what you mean by 
“ effective representative”?—I do not think it would 
be an effective representative until you could get gold 
in exchange for a certain number of rupees. 

6853. You mean convertibility? — Convertibility; 
not necessarily the convertibility of the individual 
coin info its corresponding value in gold, but the 
convertibility of a considerable number of coins into 
their equivalent in gold, and I do not think the rupee 
would be an effective representative of gold until mat 
stage had been reached. 

6854. Can you just state from memory what Lord 
Sherbrooke’s proposal was in 1879 ? — Lord Sher- 
breoke had an idea that you could increase the paper 
currency of India to a very great extent, and that you 
could substitute paper notes for the rupees in 
circulation, and his idea was to support those paper 
notes by uncoined gold. 

6855. Bullion ?—By bullion. I think he quoted 
Ricardo as the foundation for his views. But Lord 
Sherbrooke did not go so far as I did, and did not see 
the possibility, we had better call it, of issuing what 
I will call silver notes—rupees as silver notes—ao-ainst 
the gold. 

6856. To put it in your own words, what you say 
in your book is that Mr. Lowe “ suggested that the 
“ currency of the rupee should be limited to amounts 
“ of small value, and that a paper currency should bo 
“ introduced, to be sustained at par with gold by the 
“ right to require bullion for notes and notes for 
“ bullion in certain specified quantities. This was 
“ practically identical with Mr. Ricardo’s proposal— 

“ for the issue of notes on the deposit ot' bullion— 

“ which was adopled in Sir Robert Peel’s Bill for 
“ the resumption of cash payments in 1819. 

“ Mr. Lowe left the introduction of the system to 
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“ such meaus as Indian experts might think best, 

“ and did not explain how he proposed to obtain the 
“ gold with which to start it ” ?—Yes. 

68 57. Just let. us take the last section of that 
paragraph ? — My proposal is by beginning with the 
right to demand notes and silver rupees for gold 
bullion, to ultimately arrive at the stage when we 
shall be able alto to give the right to demand gold 
bullion for notes and silver rupees. 

6858. Now will you explain to the Committee the 
details of your scheme ?—The details of my scheme 
are given in a draft Bill printed at pages 114-to 120 
of my book. The rate of I6c/. for the rupee is 
adopted. My scheme assumes that if the State paper 
currency can be maintained on a gold basis, ipso facto 
the whole rupee currency of the country, which is 
convertible into paper, becomes on a gold basis. My 
plan provides for a distinction between notes of 
10,000 rupees and those of smaller denominations. 
The notes of 10,000 rupees to be issued only in 
exchange for gold, which would be ear-marked to 
meet them so long as they were outstanding. Notes 
of smaller denomination to be issued in exchange 
either for gold or for silver rupees, but at first 
to be exchangeable only into silver rupees, as at 
present. It is assumed that gradually, as an expansion 
of the circulation of the country became necessary to 
meet wastage and increased trade, the rupee would 
rise to the gold point, and that when it so rose, gold 
would come into the currency reserve. Gold would 
come first, perhaps, against the issue of the large 
gold notes specially designed to be used as what 
Sir Edgar Vincent calls a marginal gold currency 
(which would come to India when the currency was 
deficient, to be returned, if need he, when the 
currency became redundant). But gradually, as need 
arose, gold would come against the issue of smaller 
notes, thus practically freeing the silver rupees held 
in the currency reserve. And this process of the 
expansion of the rupee currency to meet the wants 
of the people would go on automatically, undue 
expansion being checked, and the matter, to a great 
extent, being removed from the control of the 
administration by the further coinage of rupees being 
made dependent on the relative amounts of gold and 
silver in the currency reserve. There would be no 
power to touch this gold reserve, except for such 
restricted silver coinage, and if the currency gradually 
expanded without a contraction of the paper issue, 
the gold reserve would gradually rise. The scheme 
prohibits gold coinage, and though it does not prevent 
the receipt of gold at Government treasuries, it does 
not provide for gold (except the large 10,000 rupees 
notes) being legal tender. Provision is made that 
when any further coinage of silver rupees takes place, 
the difference between the nominal and intrinsic gold 
values of the silver coins shall be added to the gold 
reserve. The scheme empowers, but does not require, 
the Government, after the gold in the reserve (other 
than in the gold note reserve) has continuously for 
one year been more than silver, to notify that gold 
will be always given in exchange for rupees or notes 
presented for the purpose in parcels of 10,000 rupees. 
When the Government is able to issue such a 
notification, a perfect gold standard will have been 
attained. 

6859. Now, the comment of the Government of 
India upon that scheme is as follows:—They say, 
“ the other scheme we wish to mention is that 
“ of Mr. L. C. Probyn, contained in a volume of 
t; papers published in 1897, by Effingham Wilson. 
“ Mr. Probyn proposes to establish the reserve of 
« gold in India, but in order to prevent the 
“ gold passing into circulation and disappearing into 
« hoards (an object which Mr. Lindsay also has in 
« view), he proposes that gold should not be coined, 
“ but. that it should be kept in stamped bars of a high 
« value. We do not think it either desirable or 
“ necessary that gold coins should, until the gold 
“ standard has for some time been established, pass to 
“ any appreciable extern into general circulation .; under 
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“ the scheme we have above proposed, the hulk of the 
“ currency in circulation, and practically the whole of 
“ it outside the Presidency towns—in which the banks 
“ might, like ourselves, hold reserves in gold coin— 
“ would continue to consist of rupees and currency 
“ notes. But We do not think it necessary, in order to 
“ secure that result, to refuse to have legal tender 
“ gold coins of a convenient value ; we are, moreover 
“ not satisfied that there would be any smaller 
“ disappearance into hoards of the gold bars, which 
“ would be easy to subdivide, than of gold coins. We 
“ are also of opinion that the simpler and more direct a 
“ monetary standard can be made, the more acceptable 
“ it will be to the public. We think that the only 
“ state of things which can he called a thoroughly 
“ satisfactory attainment of a gold standard is one in 
“ which the cold coins which represent our standard are 
“ those also which are good for payments in England. 

“ At the same, time, if experience should hereafter 
“ indicate that there is any advantage in having the gold 
“ standard represented by a coin or piece of bullion too 
“ large to be used for ordinary monetary purposes, the 
“ course suggested by Mr. Probyn, or one like it, is 
“ still open to us ” Will you just say what you have 
to say in reply to the Goverment of India’s comment P 
■—To begin with the last paragraph, it seems to me 
that Sir James Westland’s proposal’s like shutting the 
stable door after the horse has been stolen. The 
great object is to adopt a plan which will command 
the confidence of the world generally. I think if it 
be found, as I think it will be found, that any scheme 
which provides for a currency tends to withdraw the 
gold from circulation it will be too late then to put it 
back. Then there is this other point. The Govern¬ 
ment of India’s proposal is that they should prevent 
the coins going into circulation by their own adminis¬ 
trative action. Now I think it would have a much 
more powerfnl effect, supposing it is right, as the 
Government of India admits, that the gold coins should 
not go into circulation at once, that it should be 
prevented by legislative action and put out of their 
power altogether. It seems to mo that that would 
have a very much stronger effect. The Government 
of India’s proposal to at once establish a gold standard 
is very different to mine which is to wait till the 
standard has become automatically established. 

6860. Do you not establish it at once for exchange 
purposes ; purposes outside India ?—I do not call it a 
gold standard. I do not think the gold standard 
will be established as I have said until you can give 
the right to demand gold bullion for notes and silver 
rupees. 

6861. But that is the last chapter of the work, is it 
not ?—It is all tending to that. 

6862. But what is your first step ?—Gradually to 
accumulate the gold reserve. 

6803. What is your apsyrer to what the Govern¬ 
ment of India say about the danger which, as you have 
already indicated, is the danger of a gold currency— 
the danger of hoarding; what have you to suggest 
with reference to their point that bars would be easily 
sub-divided and hoarded ?—My answer to that is that 
it is rather in the dim and distant future, and I would 
not release the bars until the rupee had acquired the, 
gold value which we propose to assign to it. Then if 
the natives chose to absorb the bars in that way it 
would not be so much harm. 

6864. How long do you think it would be before 
the Indian Government would be able to give gold in 
exchange for rupees?—I should not like to say. I 
believe that with the confidence which would be 
generated by the settled adoption of a gold standard 
policy, and by some such scheme for gradually acquir¬ 
ing a gold bac king to the Paper Currency issue, the 
rupee would very shortly rise permanently to about, the 
16c/. gold par, and that the present volume of currency 
would not be found, on the whole, redundant. The. 
present cash reserve of the Paper Currency Depart¬ 
ment is, however, only R. 13,25,00.000, or, at 16c/., 
8,833,000/.; and even if the greater part, of this were 
held in gold, it would probably be too small for the 
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Government to undertake to give gold in exchange for 
rupees and notes until the experience of several years 
had made it absolutely certain that there had been no 
redundancy of circulation other than that which could 
be met by the marginal gold currency which I have 
described. An expansion of the circulating medium 
might, however, have taken place, in the form of a 
large increase in the note issue, thereby increasing the 
metallic reserve, and making it possible to hold a 
larger reserve of gold. Under my plan the reserve 
of gold is necessarily limited by the bullion in 
the Paper Currency Department. They have only 
R. 13,25,00,000 there now, and I do not think that 
if the whole of that were held in gold at once 
that would be strong enough to undertake the 
convertibility of rupees and rupee notes into gold. 

6865. What do you consider that your gold reserve 
ought to amount to before it would be safe ?—That I 
cannot tell. If it were seen that gold was, by the 
action of natural causes, gradually ousting silver from 
the metallic reserve of the Paper Currency Depart¬ 
ment, the exchange would practically hover about the 
gold point, even without the Government undertaking 
to give gold for rupees. 1 believe that if the scheme 
had been adopted on a 15 d. basis five years ago, the 
Government would have been able by this time to 
give such an undertaking with but little risk of its 
being unable to fulfil it. But my scheme has been so 
devised that the Government can feel its way, and 
need never commit themselves in advance to any 
liability which it is not fully prepared to meet. 

6866. You fix under your scheme, Is. 4 d. ?—Yes. 

6867. Will you tell us why you fix Is. 4d. ?—I am 
quite sure 15 d. would have been better if it had been 
adopted in 1893, but it would be something like a 
breach of faith going back now. Others took a 
different view, but it seemed to me that, when the 
Government formally told the world it was going to 
introduce a gold standard into India, and authorised 
the receipt of gold at 16c?., it pledged itself to the 
introduction of a gold standard at not less than 16d. 
People may have bought and held rupee paper and 
other securities on this undertaking. Besides, ex¬ 
perience indicates that the present volume of the 
currency is nearly consistent with a 1 6c?. rupee. For 
a year,—notwithstanding the troublous times through 
which we have passed, and the doubt as to the future 
policy of the Government which has prevailed, and 
the flow of capital from India to England, the result 
of that doubt,—the rupee has kept above 15 d. and has 
sometimes reached Ihe gold 16<7. point. I believe 
that, as a matter of sentiment, too, the going back to 
15c?. would have a bad effect. It would be, to a 
certain extent, a confession of failure, and though, 
perhaps, the chief cause of the failure would be 
removed by the change, it would discredit the 
measure generally. Lombard Street, too, would 
probably prefer 16‘tf. 

6868. Why ?—Because with 16(7. India would not 
take gold so quickly. 

6869. Then have you at all considered the effect 
upon the trade of India, of fixing the rupee at Is. 4 d. ? 
—It stands to reason, and everybody admits, that a 
stable rate of exchange between two countries trading 
together is better for them than a varying rate. 

6870. I think you heard one witness last week 

express himself in favour of 1$. 2d.. I know the 
reasons you have given us just now, with reference to 
Is. Id. ; but, for the moment, forgetting those reasons, 
and simply looking at the state of trade in India, 
supposing the Government’s hands were perfectly free, 
to fix the rate at Is. 2d., Is. 3d., or Is. 4 d. ?—I 

think the best rate for the trade of India is the rate 
which has worked out at the time. Hero, on the one 
side, you have, say, a rupee’s worth of wheat; on the 
other side, you have Is. 3d. worth of Manchester 
goods, and you exchange the one for the other. The 
exchange, the lot/, or the 16c?., or whatever it is, is 
merely the nexus between the two. Of course, if you 
go arbitrarily altering that nexus, it stands to reason 


you must alter prices somehow or other, quite 
irrespective of any other causes. 

6871. That is, if one gains by low exchange another 
loses ?—Quite so; but I cannot see that anything 
could be disastrous to the trade of India if exchange 
were 16c?. 

6872. Your point is stability, and stability can only 
be assured by a gold standard ?—That is my point. 

6873. And you say that a gold standard is necesary 
in a country, 80 per cent, of whose trade is with gold 
using countries ?—Yes. 

6874. And that the ultimate and safe ends which 
a gold standard must reach is a gold currency, is that 
so ?—Not a gold currency. 

6875. The gold standard you ask for first ?—Yes. 

6876. But ultimately you mean that gold standard 
must resolve itself into a gold currency ?—No, I do 
not think so. 

6877. I understood you to say that it could not be 
completely effective until rupees were exchangeable 
for gold. Is not that a gold currency ?—Not in small 
quantities, but in bulk. 

6878. Still, in large quantities ?—In large quantities. 

6879. That is, that a man with 20 or 30 rupees is 
not to have gold for them, but a man with 10,000 
rupees is to be able to get gold ?—Yes, I should add 
this; that I quite admit that there are many reasons 
which would make it advantageous to have a gold 
currency as well as a gold standard ; but I think that 
the disadvantages 'of a gold currency are so very 
material in a country like India, that at present I 
would not think of it. 

6880. (Sir J. Muir.) I do not quite follow why 
you said it would be a breach of faith on the part of 

the Government of India to change from 1#. 4 d. ?_ 

The Government of India have publicly announced, 
as Sir Henry Fowler has read to you just now, their 
intention to adopt the gold standard: and simul¬ 
taneously they announced their willingness to receive 
gold in exchange ior rupees at the rate of 16(7. 
Supposing I, for instance, had bought Government 
rupee paper on the understanding in my own mind 
that that gold was never to be received at a lower rate 
than 16(7., I should think that the Government had, 
to a certain extent, committed a breach of faith with 
me in receiving it at 15c?., and, therefore, reducing 
the gold value of my rupee paper. 

6881. But you thought the Government had made 
a mistake in fixing Is. 4 d. at the time ?—Yes, I think 
it would have teen better to have fixed Is. 3d. 

6882. Who are the parties who should be the best 
judges of a safe and permanent rate ? Do you not 
think it is the merchants who are exporting produce 
from India, and the merchants who are importing 
what is required by India—the exporters and im¬ 
porters ?—I should be a little bit inclined to say that 
independent parties with all the circumstances of the 
case before them would be the test judges of the most 
suitable rate. 

6883. If, after a full trial, the great majority of 
the gentlemen I refer to, who have been interested 
for many years in the imports and exports, came 
to an opinion that it was impossible to make a Is. 4d. 
rate permanent, and if, as we have bad evidence 
here, Is. 2d. is the better rate, would you see any 

special reason why Is. 2d. should not be adopted ?_ 

I think if you adopt a Is. 2c?. rate it would throw 
discredit on the whole system, and there would be no 
security in the minds of the public as to what you 
were going to do next. They might say, “ Well, 

“ the Government first of all intended a 16(7. rate ; 

“ they have not been able to get that; now they are 
“ going down to a 14(7. rate; they probably will not 
“ get that, and they may go down to a Is. rate; there 
“ is no knowing where we are.” 

6884. Do we understand you to say that, supposing 
the Government come to be satisfied, after all the 
evidence had been taken that they had made a mistake 
in fixing Is. 4c?., you would advocate their continuing 
to make that mistake ?—Yes. 

6885. You would ?—I would, certainly. 



MINUTES OF EVIDENCE. 261 


6886 . Even although they were satisfied that that 
would lead to the ruin of the country ?—Of course 
you must not put that upon me. 

6887. What is your opinion of the action of the 
Government of India in 1893, in closing the mints ?—■ 

I think it was quite right as a step to the gold 
standard. I think if they had not intended to have a 
gold standard it would have been absolutely wrong. 

6888 . Would you be surprised to hear that a very 
eminent banker in the City of London who was before 
us the other day, regarded that measure as arbitrary 
and despotic?—I do not think I should be surprised 
to hear him say that; but it is one thing his saying 
it, and another thing my agreeing to it. 

6889. 1 just wanted to point out to you that 
valuable opinions in the City of London differ from 
yours. Now, you thought Is. 3 d. would have been 
the rate. I have told you that eminent witnesses say 
Is. 2d. Why do you prefer Is. 3 d. to Is. 2d. ?— 
When the mints were closed, the rupee was at 
Is. 2§d.; it bad never fallen below that. 

6890. What ?—The rate had never fallen below 
Is. 2| d. before the mints were closed. 

6891. Never?—No. 

6892. But it fell after that ?—Yes, it fell down to 
Is. 0£<?., I think. 

6893. How do you explain that ? — As I have 
endeavoured to explain, in my opinion one principal 
cause of that fall was the uncertain policy of the 
Government. It is true, as Sir Henry Fowler has 
pointed out, and as I have pointed out in this book 
too, the Government pledged themselves—the Viceroy 
of India pledged himself—to the future adoption of 
a gold standard ; but I may put it broadly that in 
1894 and 1893 people, generally, did not believe 
him. There was a very large and very powerful 
bimetallist party who were dead against it, a certain 
number of gold men in the City were dead against it, 
and people did not believe in it. There was a want 
of confidence in it. The value of money and all these 
thiugs depends, to a very great extent, on sentiment. 
Then, as I said before, I believe that the harm which 
was done by stopping the sale of Council bills in the 
last six months of 1893 was incalculable. 

6894. How long did you say you had been con¬ 
nected with India ?—25 years. 

6895. I forget the exact time, but you are aware 
that we have often had remittances from India at 
2s. 2\d. and 2s. 3d, Is that within your knowledge ? 
—I did not know that it had been as high as 
2s. 3d. 

6896. Yes ; I have had remittances myself at 
2s. 2id. and 2s. 3d. Is it not a reasonable thing that 
we should be content with the fluctuations of trade, 
as in those days when the rate was often over 2s. ? 
Would it not be wiser for the Government of India 
to say, “ We will, as in the past, leave the imports 
u and exports to fix between themselves the rate 
“ of exchange,” rather than that they should come, 
in what a witness the other day called an arbitrary 
and despotic manner, and fix Is. id. ? Would it not 
be better to leave the fluctuations of trade to fix the 
rate? — Do you mean to go back to the silver 
standard ? 

6897. Precisely so ?—I do not think it would. 

6898. You stick by Is. id. if you cannot get Is. 3d., 
but vou would not object to Is. 2d. if that came to be 
the general feeling of the country ?—I think it would 
be a great risk to go back to Is. 2d. 

6899. {Sir J). Barbour.) I)o you think the per¬ 
manent gold level of the rupee should have been 
settled at the time the mints were closed ?—Yes. 

6900. At what rate ?—15«?. 

6901. It was difficult at that time to foresee what 
would happen?—0£ course it was very difficult. 

6902. Suppose the rupee had gone down to Is., 
and remained there permanently, and you had fixed 
Is. 3d., what would you have done ?—I would have 
stuck to Is. 3d. if you had fixed it. 

6903. For how long ?—Until you got your 15 d. 
rupee by the absorption. 


6904. Suppose that had taken 50 years ?—I should 
have done it. 

6905. Or a hundred years ?—Yes. 

6906. That would have postponed the gold standard 
indefinitely ?—No doubt it would. If the rupee had 
gone down to Is., and nothing had ever brought it 
up again, that would have postponed the gold standard 
indefinitely. 

6907. You would not have objected to a long 
period of waiting; you would have taken the risk 
of that ?—Yes; but I do not think that the long 
period of waiting would have been possible. 

6908. I do not know whether you have looked 
closely at the telegrams regarding the stopping of the 
sale of Council bills after the mints were closed?—• 

I have not looked at them for some time, but I looked 
at them at the time. 

6909. Did it appear to you that the Council bills, 
in the first instance at any rate, were stopped with 
the object of forcing the rupee to Is. 4c?., or that the 
object was to try and steady the rate of exchange at 
something lower than Is. id. ; in fact to get a steady 
rate of exchange after the closing of the mints rather 
than a rate of Is. id. ?—I cannot say what I thought, 
except this—I thought that the object of stopping 
the sale of the bills was to get a higher price for 
those which were sold than the market was prepared 
to give. 

6910. That, of course, would be the object, at 
least temporarily, but are you prepared to say that 
the object in the first instance was to get a rate of 
Is. id., or merely to get some rate which would 
remain fairly steady ?—You will excuse me, but you 
must know what the object of the Government of 
India was in sending home those telegrams much 
better than I do. 

6911. I do not ask what was the object of the 
Government of India, but what was the impression 
that you derived from reading the telegrams ?—My 
impression was that it was part of the plan to put up 
the rupee to Is. id. 

6912. You are aware that the limit adopted was 
Is. or thereabouts ?-—Yes. 

6913. That is below Is. id.? —Yes. 

6914. Do you think the stoppage of the bills did so 
very much harm ?—I think it did. 

6915. How did it do harm ? I do not say it did 
not, but I want to know why you think that it did 
so very much harm ?—Every failure does harm, and 
that was a complete failure. Then, you probably are 
aware of this much better than 1 am, you will see 
that when there is any attempt to force the price of 
Council bills by not meeting the natural demand for 
them, it is almost invariably followed by a re-action. 
To use an illustration that I used just now, to my 
view in the trade between India and England the 
commodities of India are exchanged for the com¬ 
modities of England; you have, as I have said, a 
rupee’s worth of wheat on one side, and (suppose the 
rate is 15 d.) you have 15 d. worth of Manchester goods 
on the other. The nexus between them is the rate of 
exchange. If you arbitrarily alter that nexus one 
of two things must happen, either this price must 
alter, or that price must alter; either your rupee 
price must alter cr vour gold price must alter, or 
there may be an alteration m each, and I say that a 
forced alteration, not a natural alteration owing to 
ordinary economic causes, but a forced alteration 
owing to your forcing the rate of exchange, must be 
bad. 

6916. I did not at all challenge the soundness of 
your opinion, that the holding up ol the bills to get 
an artificial rate of exchange did harm; I merely 
wanted you to explain the grounds upon which you 
hold that it did so very much harm, and those grounds 
you have explained ?—Yes. 

6917. Now you think that if gold coins were 
allowed to circulate in India, they would be largely 
withdrawn for hoarding?—I think so; including in 
hoarding, tying them round peoples’ necks and arms. 
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6918. And melting them down to make other orna¬ 
ments ?—Melting them down for ornaments; but I 
think the greater number of them you would see 
round the necks and arms of the people. 

6919. I think you have seen them wearing gold 
coins ?—-At page 24 of my book I have quoted a case 
in point. One of my horsekeepers, a man drawing a 
wage of only six or seven rupees a month, had a little 
boy of whom he was very proud. Now, I have 
seen that boy with absolutely not a particle of clothing 
on him, but with four gold Russian coins round his 
neck. 

6920. At that time the Russian gold coins weve not 
legal tender in India ?—No. 

6921. And, nevertheless, they were used in this 
case for a necklace P—Yes. 

6922. At present, gold is not so very largely used 
for hoarding and ornaments—not so largely used as 
silver?—Not so largely used as silver, but it is used 
to a very considerable extent, there is no doubt about 
that. May I make this clear to the Committee ? I 
may be wrong, but my view is this, that if you put 
gold coins into circulation it will be like, as it were, 
opening a retail shop at everybody’s door. The gold 
coins are thrust before the people. You, as it wore, 
create a demand for them. They see them. That is 
my view. 

6923. That is to explain the additional hoarding 
that you fear?—If the coins are in circulation they 
will be offered to the people. It is just like putting 
up a thing in a shop window in the street, except that 
they have nothing to pay for their manufacture. 

6924. The man you speak of, whose wages were six 
or seven rupees a month, would not frequently have 
been offered a sovereign, which would be worth 
15 rupees even if sovereigns were legal tender ?—No, 
he would not, but he could get it. 

6925. He could get it now ?—No doubt. 

6926. If a gold standard is established there will be 
a fixed ratio between gold and the silver rupee, which 
would make the bargain more easy for him, because 
he would know how many gold coins he ought to 
get for a certain number of rupees ?—No doubt it 
would come to that. 

6927. But he would not lie offered gold coins in 
payment; there would bo the advantage that gold 
coins would not be thrust upon him ?—No. 

6928. But otherwise there would bo no difference 
as regards this matter between your scheme and the 
Government of India’s scheme?—No. Of course, 
the great difference between my scheme and the 
scheme of the Government of India is that the 
Government of India would introduce theirs at 

.once, and I say that I would not complete the 
gold standard until the Government were quite 
certain that things had adjusted themselves so that 
they would be able always to give gold for rupees, 
and that might not be for a very long time after. 

6929. Suppose, in the meantime, the rate of dis¬ 
count remniued very high in India; would you do 
anything to meet that, or would you just endure it ?— 
I am certainly very much against the idea of forcing 
gold from England to India. If the Government 
force gold from England to India they can, no doubt, 
make money, and make the circulation, more plentiful, 
and meet that objection, I think circumstances might 
arise in which it would appear that such serious injury 
was v being done to the trade of the country by de¬ 
ficiency of currency that it might be necessary to do 
what I certainly do not advocate—that is. to increase 
the circulation by sending gold to India; or the 
possibility has occurred to me of buying gold of the 
Mysore mines at whatever the value might be, and 
the Government making good the difference between 
the real value and the nominal value of 16c?. out 
of the Treasury, and increasing the circulation in that 
way. 

6930. But, suppose the Government buy we will 
say five millions of gold and coin it and put into 
its treasury, that would not relieve the stringency 


of the money market, would it? There would be 
no more money in the banks ?—If they sold bills 
against that five millions I think there would be. I 
am speaking, of course, with great deference, but 
I think if the Government sent out five millions 
of gold to India and sold their bills against it—— 

6931. Sold bills against it here ?—Sold bills on 
India. 

6932. Increased the sale of Council bills ?—Yes, 
surely that would relieve the stringency. 

6933. But at what rate of exchange would you sell ? 
—That is another question altogether. 

6934. You would hardly expect the Government to 
sell bills at a rate which would be cheaper to the 
purchasers than if they sent out gold themselves ?— 
I am not in favour of its being done at all, hut I 
think if that were done, if gold were sent out, it. 
should be only in consequence of some ascertained 
commercial inconvenience caused by the insufficiency 
of the currency. 

6935. At any rate, your opiniou is that, if the rate 
of discount kept so high in the busy season as to 
prove a very serious injury to the country, such steps 
as might commend themselves to those in authority 
at the time ought to be taken to remedy it ?—I think 
so, if you were quite certain that it was injuring 
trade. Of course it is very difficult to say whether 
it is injuring trade or not. 

6936. As regards the question of hoarding, we have 
had evidence that a number of people are too poor to 
hoard silver or to use it for ornaments. I)o you agree 
with that ?—Some are too po6r, but a great number 
are rich enough to do it, and they do it. 

6937. The evidence we had was that the people 
who came on the famine relief works, as a rule, had 
been so poor that they had not silver ornaments, and 
therefore were not the class of people who would sell 
their ornaments when the pinch came ?—I should 
think they would probably have sold them before they 
came on to the works. 

6938. What would you give to the people who 
brought gold in quantities, say of 10,000 rupees; 
would you give them notes or silver ?—Notes or 
silver, whichever they liked. Of course I um talking 
generally. ' 

6939. Where would you find the rupees to give 
them ? Would you take the silver out of the ordinary 
treasury balances or out of the currency reserve ?— 
Out of the currency reserve. 

6940. They bring you so much gold and you put 
it into the currency reserve and pass out so many 
rupees to them ?—Yes. 

6941. If the number of rupees in the currency 
reserve was diminishing very largely what would you 
do ?—I provide in my scheme to give power for the 
coinage of rupees, but my answer generally to your 
question is this, that if the constitution of the currency 
reserve was rapidly changed from silver to gold, you 
would have done the trick. 

6942. I am not putting this as an argument against 
your scheme. I am merely trying to make clear in 
my own mind what your scheme is. You would have 
been approaching, you mean, an effective gold 
standard ?—Yes. 

6943. But if the silver rupees were being ex¬ 
hausted in the currency reserve you would coin 
more ?—I provide under my scheme for preventing 
the Government from coining until at least half of 
the metallic reserve of the Currency Department is in 
gold. 1 would not let them coin silver until then. 

6944. What would they do in that case? Would 
they take so much gold out of the currency reserve 
and sell it and replace it by rupees, or what would be 
done exactly ?—Either one thing or the other. On 
page 118 of my book in the drait Act you will find 
this “and may either issue notes in payment for such 
“ silver at its bullion value, or pay for it at its bullion 
“ value either in gold or silver from the general 
“ metallic reserve.” Of course it really comes to 
exactly the same thing. 
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6945. What do you call the general metallic 
reserve; so far we have got no gold in the treasury 
balance ; it is only a paper currency balance ?—That 
is all. 

6946. But here you say, “ either in gold or silver 
“ from the general metallic reserve.” What is the 
general metallic reserve? — The general metallic 
reservo of the paper currency department is now 
13-j crores of rupees or, say, 8,833,000/. 

6947. You would not look to paying it all in gold, ? 
—By gold or by notes. 

6948. A certain proportion of gold in the Paper 
Currency Department would be used to purchase silver 
for coins?—-Yes. 

6949. There would he a profit on that ?—Clearly. 

6950. What would you do with that.; would you 
put that into the general treasury balance ?—No, I 
put it into what I call an equivalence fund. 

6951. A special reserve ?—Yes. Say you coin a 
crore of rupees, and it costs you 80 lakhs. I put 
the 20 lakhs in gold in a special ear-marked gold 
reserve. 

6952. Now, why do you object to gold being 
hoarded ? Why should not people hoard the standard 
of value of the country if they want to do so ?—The 
only reason I object is because it may make the 
attainment of the gold standard, which many of us 
so much desire, so much more difficult. 

6953. In what way ? Do you think the gold would 
be withdrawn from circulation ?—Yes, it would. 

6954. When we had a silver standard, rupees were 
hoarded and melted down, but the rupee circulation 
remained just the same. Why should not that happen 
in the case of a gold standard?—Well, when you get 
your 16tZ. rupee it will be all right; but I am going 
on the assumption that you have not got it yet, and 
I do not know when you will get it. When you do 
get it, and when the money of the country is firmly 
established at the rate of 16<Z. in gold for the rupee, 
then, no doubt, people will hoard it as much as they 
please. You cannot object to their hoarding it. 

6955. Then the only objection, I understand, that 
you have is that if coins went into circulation they 
might bo hoarded, and your gold backing might be 
lessened ?—You would not get it so quickly. 

6956. It would disappear as it came in ?-- Yes, and 
also there is one other point. Of course there would 
bn a greater demand for gold on the gold stock of the 
world. 

6957. I do not know whether you think there is 
any force in that argument or not; but the first 
argument is that the gold would be withdrawn from 
circulation, und therefore it would take you a longer 
time to accumulate a sufficient backing for your gold 
standard ?—Yes. 

6958. I suppose you would admit that if the 
gold standard were established, and gold coins were 
circulated, any withdrawal of gold from circulation 
would be met by a corresponding import, in the same 
way as happened when the silver standard existed. 
If silver rupees were withdrawn and melted into 
ornaments every year, silver was imported every year, 
and went into the mint ? —I would rather like to put 
it in this way: If gold did come in that way to 
replace any of the withdrawals, yon would have your 
perfect gold standard. 

6959. The net imports of gold into India are about 
two or three millions sterling ? — Of course they have 
been much more than that. 

6960. But at the present time they are two or three 
millions sterling? — In 1895-96 they were 2J crores 
of gold. 

6961. There is now a considerable production of 
gold in India, and at any rate, there is two millions 
or three millions sterling worth of gold used in the 
country now every year ?—Yes. 

6962. Do you look forward to the time when that 
gold, in the ordinary course of business, will come 
into India, and come into the mints to be coined ? In 
the old days almost all the silver that went into India 


was sent to the mints, and was coined, and the coin 
was sent out in the form of rupees, and need for any 
purpose for which rupees or silver were required. Do 
you look forward to the time when all the gold that 
comes into India will be sent to the mints, and as 
much as may be required will be gradually taken out 
of circulation for ornaments, for hoarding, or for any 
other purpose ?—I should think so, when once you 
have a gold standard. 

6963. Do you think that the withdrawal of gold 
for hoarding would make such a serious impression 
upon the stock of gold in the world as to make it 
desirable to prevent hoarding ? — It is my individual 
opinion that it would. Of course, it is only a matter 
of opinion. You cannot tell at all until it is really 
tried. 

6964. You know how largely the production of gold 
has increased ?—Yes. 

6965. And you know' that it will certainly be mnch 
more ?—Yes. 

6966. Do you still think that the hoarding in India 
might be a danger?—I am quite sure it will be a 
difficulty. 

6967. The question is whether it would be a 
danger as regards the stock of gold in the world, a 
danger in the way of causing a serious appreciation 
of gold ?—Hardly, I should think; but, whatever 
danger there is, 1 am quite certain it would be accen¬ 
tuated by sovereigns, as we may call them, passing 
into circulation. 

6968. If there was really any such danger, would 
not that he a serious objection to attempting to 
establish a gold standard at all; I do not say there 
is such a danger, but if there was would not that be 
a serious objection to the establishment of a gold 
standard ?—It might make it more difficult. I do 
not think it would be sufficient to require us to give 
up the attempt. 

6969. At the present time the exchange has come 
to nearly ].«. 4 d. ?—Very nearly. 

6970. Do you look upon it as quite certain that 
that is permanent ?—Oh, no; I think a great deal 
will depend upon the report of this Committee. 

6971. But I mean if things are left as they are, do 
you think there is any risk of the exchange going 
seriously below Is. 4 d. ?—I think if things are allowed 
to slide as they are, it may go down very much lower. 
You cannot tell. 

6972. But with the currency contracting, as it 
said to be contracting now, would the tendency be 
for the exchange not to fall below Is. 4 d. ?—It might 
be, but there are other causes at work. 

6973. What are the other causes?—I think the 
principal one is mistrust. 

6974. Do you think mistrust would put the rate of 
exchange down permanently or temporarily?—As 
long as it lasted. I think one thing which regulates 
the value of the rupee is the prospect of what it will 
hereafter realise in gold. 

6975. Do you not think that if the exchange fell 
largely from mistrust or panic, that fall would stimu¬ 
late exports and check imports, and bring about a 
balance of trade which would cause the exchange to 
rise ?—Perhaps so, 

6976. Do you think the large borrowing in recent 

years has had any effect on the rates of exchange ?_ 

I think it has. 

6977. It has helped to keep it up?—Of course. 

6978. Do you think the last good harvest has had 
an appreciable effect ?—No doubt. 

6979. I dare say you admit that the rate of 
exchange might rise and fall without any alteration 
in the quantity of currency ?—My view is this. Of 
course this does not directly apply to India, but with 
an ordinary silver standard country, as India was 
before the closing of the mints, the volume of the 
currency depended more on the value of the rupee 
than the value of the rupee depended on the volume 
of the currency. 
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6980. You say the volume of the currency depended 
on the value of the rupee ?—Yes, I think the volume 
of the currency adjusted itself to the value of the 
rupee. 

6981. Do you think if the rupee suddenly fell 
20 per cent, at a time, the volume of the currency 
would immediately fall or rise also ?—It would not at 
once, but it would tend to do that. 

6982. ( Sir A. Dent.) Ono question about the note 
currency. Your scheme is entirely based on a paper 
currency, is it not ?—It is based on the existing Paper 
Currency Department. 

6983. That is to say, it provides for the use of 
paper currency against metal ?—Yes; but you have 
already a Paper Currency Department in India at 
present. My scheme is simply this: You could 
exchange your existing notes into gold; ipso facto 
that puts your rupees which you exchange into notes 
on a gold basis. Suppose you have 10,000 rupees. 
You go and exchange them into notes, and then take 
your 10,000 rupee notes and exchange them for 
gold. 

6984. To carry out your scheme you would have to 
add very largely to that paper issue against metal ?— 
Not necessarily. 

6985. My real point is this : Is it possible to keep 
any large amount of paper currency in circulation in 
India ? Will not it be presented for payment almost 
as soon as it is issued ?—It lias not increased very 
largely of late except temporarily, owing, I think, to 
temporary causes. A great deal depends on the 
amount of the Government balances; but it has 
gradually increased. There is a tendency to increase. 

6986. Then the natives do not object to holding 
paper ?—Oh, no; some of them like it. 

6987. I thought the natives rather objected to 
having paper?—We have some people who are more 
ignorant, of course, than others; but my evidence on 
this subject would not be worth much, because it is 
so long since I left India, and I have no doubt they 
have got better. 

6988. ( Mr. Holland.) These papers with which 
you have favoured us, I see, bear date some years ago ? 
—Yes. 

6989. Although they are rather old, some of them, 
and a good deal of experience has been gained 
since they were first written, I should like to 
inquire whether your view has been modified by that 
experience, or do you still hold to the views yon 
expressed at the time you wrote these papers ? 
—I think I do, Of course, I think as I have got 
older I have got a little bit wiser; I hope I have. I 
may say that, at one time, I did uot see the difficulty 
of changing from silver to gold quite so forcibly as I 
see it now. My first idea was this: I always had the 
impression that any change which you might make 
should be merely at the ratio of the day. My first 
suggestion was that the rupee should be fixed at 
l.s-. fir/., and I think at that time the rupee was at 
something like 16£</., I am not quite sure. I think, 
if I had to begin again, I should certuinly put it lower 
than Is. 6 d. As you will see, my subsequent suggestion 
was to put it at 15 d. 

6990. And although the difficulties have become 
more apparent in the interval, that would not deter 
you from pressing forward a gold standard ? —Not a 
bit. I should like to mention this: One grout 
difficulty in the way of the scheme appeared to me to 
be the unknown quantity of hoarded coined rupees in 
India. That difficulty has proved not to be anything 
like us formidable as I feared it might be. Another 
difficulty which I always apprehended was the political 
difficulty caused by the divergence between the present 
rupee value of the hoards of uncoined silver in the 
way of ornaments and the rupee price which the people 
gave for them. That difficulty has not turned out to 
he so great as I first of all thought it would be. In 
fact, so far as I can understand, the natives are, to a 
very great extent (this is only second-hand evidence), 


taking advantage of the low rupee price of silver to 
turn it into ornaments. 

6991. Of course, it goes without saying that you 
prefer your own scheme to any other which has been 
brought before us ; but as between Mr. Lindsay’s 
scheme and the scheme of the Government, which of 
those two would you prefer ?—I prefer Mr. Lindsay’s 
scheme to the Government’s scheme, I think, but not 
altogether. I think Mr. Lindsay is wrong in not 
keeping his gold reserve in India. 

6992. It probably might not be long in getting to 
India ?—Well, he makes no provision for its getting 
to India at all. 

6993. Do you think that the Government proposals 
are practicable ?—There are two points on which l' 
differ with the Government’s proposals. First of all 
I would not force gold to India as they propose to do 
by borrowing money in England and sending it to 
India. I would rather myself wait five years to get 
five millions of gold automatically iu the natural 
course of trade, than I would get five millions at once 
by its being forced. 

6994. Of course, I am prepared to hear that yours 
is the better scheme, but do you think the Govern¬ 
ment proposals are practicable if the Government set 
their face to carry them out ?—I think it would be a 
mistake to melt the existing rupees. 

6995. You think that the convertibility of rupees 
into gold is quite essentia! ?—Before you get your 
gold standard; but I say it may be several years— 
many years—before you arrive at that stage under 
ray scheme. 

6996. You think that convertibility would by this 
time have been attained if Government had originally 
fixed If. 3 d. ?—I think so. 

6997. And if convertibility had been attained, then 
tlie trying period of suspense through which we are 
passing would have come to an end ?—Yes. 

6998. Is not that one of the most important objects 
at which we could aim, to terminate the period of 
suspense which has been so disastrous ?—No doubt. 

6999. This period of suspense, I dare say you will 
agree, is responsible for the scarcity of loanable 
capital in India which has been the bane of the 
situation as far as I can gather?—The period of 
uncertainty, yes. 

7000. YVe had a very important witness before us, 
who said that he preferred immediate convertibility 
at Is. 3 d. rather than have any delay in attaining 
convertibility at Is. 4 d. You do not agree with that? 

I do not think so. I think you would injure your 
whole scheme by it. I think tho moral effect, if you 
like to call it so, of going back to Is. 3d. would be 
very bad. 

7001. You have told us that it is quite impossible 
to estimate the quantity of gold that would bo 
required under your scheme ?—Quite impossible. I 
could not estimate it. 

7002. And in the same way it would be quite 
impossible to estimate the interval of time that would 
elapse before the establishment were successfully 
carried out ?—Yes. 

7003. Those are serious blots upon any scheme ?_ 

Meanwhile, I think, every day the position would 
be getting better. 

7004. (Mr. Campbell.) You are aware, no doubt, 
that your scheme gives the holder of gold notes a very 
valuable option ?—No doubt it does. 

7005. That is the option of demanding cash for his 
notes or demanding to have the gold buck again ?— 
Yes. 

7006. Supposing Is. 4 d. is the gold point, if the 
exchange falls below Is. 4c?., gold would rise in value ? 
—Y'es. 

7007. And these gold notes that you propose to 
issue might command a premium ?—No doubt. 

7008. Whenever gold rose to bullion point, would 
not that fact make gold a very desirable remittance 
to India as computed, for instance* with Council bills ? 
—Yes. 



MINUTES OF EVIDENCE. 265 


7009. A Council bill only commands cash, but your 
note gives the holder the option of' commanding either 
cash or gold back ?—Yes. 

7010. Then, if you give the holder of your gold 
note that option, that fact might very seriously inter¬ 
fere with the sale of Council bills whenever exchange 
rose to near bullion point. Suppose the bullion point 
is Is. 4 d .; at Is. 4 d. would you, as a remitter, prefer 
to take a Council draft which you could only cash, or 
would you prefer to take a gold note which you could 
either cash or sell at a premium afterwards ?—If it 
acted in that way it would be bringing about just 
exactly what I want. It would be bringing about the 
remittance of gold to India. 

7011. But how about the sale of Council bills? 
That is a necessity ?—It would not go on for ever. 
I did not like to look at it in that sanguine way, but 
it would all be in favour of getting gold to India, 
which I want. 

7012. But you must sell the Council bills. If you 
got the gold to India at the expense of not selling 
your Council bills, would that be an advantage ?—But 
you would get your remittances back again. Suppose 
you had all this gold in India you could send it hack 
to London instead of your Council bills. 

7013. Send them out and back again ?—I hardly 
like to differ with you, but 1 think that is taking a 
much more sanguine view than I should take of my 
proposals. 

7014. I only put it in this way, that if the exchange 
rises to lx. 4 d., people would remit in gold, which 
might command a premium afterwurds, rather than in 
Council bills, for which they would only get cash ?—I 
think they would; they might. I will not say they 
would. 

7015. ( Sir F. Mowatt.) And that would reduce 
the price at which the Council bills could be sold ?— 
But, at the same time, Mr. Campbell’s hypothesis 
involves gold coming to India, which is my object. 

7016. {Mr. Campbell.) I mean, exchange rising to 
the gold point. Your object, of course, is gradually 
to acquire a stock of gold in the Currency Department 
sufficiently large to enable you to got ultimately 
convertibility ?—Yes. 

7017. From that point of view, would you consider 
it desirable to introduce a condition which discourages 
gold going to the Currency Department as long as it 
can be held back ? A man who held a gold note 
would not cash it as long as he could avoid doing so, 
as then he would lose his power of commanding the 
gold ?—Clearly. 

7018. Would not that rather tend to tell against 
your object—the object of accumulating gold in the 
Currency Department?—I do not think so. You 
would get gold for these gold notes which you other¬ 
wise would not get at all. You would not prevent 
any gold going to the Currency Department. On the 
contrary, say a bank in India might have a certain 
proportion of its reserve—I do not say it would have 
—hut it might have a certain proportion of its reserve 
in these gold notes. Suppose a pressure for circulation 
purposes came on, they would, no doubt, cling to 
these notes as long as they possibly could ; at last the 
pressure would be too great for them, and they would 
have to change them into the ordinary circulation of 
the country. 

7019. Still, might not the Presidency banks keep 
their reserves in the form of gold notes to a very 
large extent ?—No doubt they could. 

7020. I think you propose that as long as the gold 
note is outstanding, the gold is to be kept in the 
gold reserve against it ?—Yes ; it is ear-marked. 

7021. I think you said that if a man had gold notes 
and rupee notes, he would cash the rupee notes before 
he would cash the gold notes ?—Clearly. 

7022. A good deal of gold might come out in this 
way which would never reach the Currency Depart¬ 
ment at. all; it might be floating about the market 
in the shape of gold notes until those notes could be 
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sold at a premium, and then the gold would be with¬ 
drawn ?—Yes. 

7023. Either for re-shipment back to England or 
for use in the country ?—Yes, and to that extent the 
General Currency Department would not be benefited 
at all. The only point is that the gold would be on 
the spot, so that in case of pressure it could at once 
be utilised. 

7024. Do you think it would be desirable to have 
two kinds of currency notes circulating together, one 
a currency note pure and simple, which would be the 
rupee note, the other a combination of the currency 
note and the gold warrant ?—There is no doubt that 
my scheme is theoretically unsound, but I will tell 
you another thing that is unsound. In Berlin, if you 
hold 2,000,000/. of gold, you cannot get|that 2,000,000/. 
of gold from Berlin. Of course, the difference I have 
mentioned between the value of my gold note and 
what you call the cash of the country would-be some¬ 
times very much greater than the difference between 
the value of the gold at Berlin and the cash there; 
but it is the same principle, and the same thing applies 
to Paris too. You have your double syBtem there. 
It is not, theoretically, sound. 

7025. But is it necessary in your scheme that there 
should be that double system of notes ? What do 
consider the advantage of issuing a gold note instead 
of issuing cash Rt once, and taking the gold direct 
into the Currency Department ?—The result is this. 
I think it would have a tendency to coax gold to 
India. It might. I do not say it would, but that 
is my object instead of forcing it to India as the 
Government propose. I say that is no good. I would 
rather coax it to come to India. Of course, it is 
theoretically unsound I admit, but I think that, 
practically, it might do some good. 

7026. You do not approve of sterling borrowing 
in order to acquire a stock of gold ?—Certainly not. 

7027. You prefer the gradual operation of trade 
influences ?—Yes. 

7028. I daresay you are aware that India has 
always commanded a large balance of the precious 
metals ?—Yes. 

7029. She has always been able to import largely 
gold and silver ?—Yes. There has been a great deal 
of misapprehension in consequence of a letter pub¬ 
lished by Sir Robert Giffen alluding to India as a 
debtor country. I think that is very misleading and 
absolutely incorrect. 

7030. She has always been able to import sufficient 
of the preciouB metals, not only for currency, but for 
hoarding and every other purpose? — Yery large 
quantities. 

7031. And you see no reason why she should not 
continue to be able to do so ?—No. 

7032. On page 45 of your book you use rather sn 
important proviso with regard to that. You say, 
“ if a reasonable rate is fixed.” And again, on 
page 61, you say, “ If the rate be not fixed too 
high.” At that time you were in favour of a 1*. 3 d. 
rate ?—Yes. 

7033. As regards your belief that a reduction from 
Is. 4 d. to 1*. 3d. would be a breach of faith, I suppose 
you are not aware that at the time the scheme of 1893 
was carried through, it was expressly left open what 
should be the rate. Although 1,?. 4 d. was mentioned 
as the rate at which gold would be received in 
exchange for rupees, it was distinctly stated, both 
in the report and in the despatch of the Indian 
Government, that the rate was to be subsequently 
fixed according to the light of experience?—As I 
read the report and the minutes appended to the 
report, I take it to mean that the rate would never be 
lowered, but might be raised. I cannot give chapter 
and verse for that, but that is the impression it left on 
my mind. 

7034. The idea was, no doubt, with a view to a rise 
of the rate, but if a rise, why not a fall ? One would 
be a breach of faith equally with the other, would it 
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not ?—Well, you see, we were embarking on a new 
venture, and the indications which were being held 
out in the course of that venture were that the rupee 
would go to Is. 4 d. 

7036. And, if experience showed the necessity for 
it, it might be altered one way or the other. I think 
that was expressly kept open. Why would you 
consider it more a breach of faith to revise the rate 
between gold and silver than to close the mints alto¬ 
gether ? While the mints were open, any man could 
come and bring silver, and have it coined into rupees. 
Is it not a breach of faith, equally, to close the mints, 
and deprive the holders of silver of that privilege ? 
—I will put it in this way. There is no doubt when 
the Government closed the mints to the coinage of 
silver as a first step towards a gold standard, it was, 
to a certain extent, a breach of faith. That was one 
breach of faith, but then here is another one—to 
my view not such a big one, but it is another one. 

7036. Notwithstanding the fact that the Govern¬ 
ment expressly kept the point open ?—Yes ; but that 
was not the way in which it was generally taken. 

7037. If it applied in one way, it surely ought to 
apply in the other also ?—There is no doubt that the 
way in which it was put led the public to think that 
that was the rate aimed at for the rupee; and, as you 
know, immediately after the mints were closed there 
was a groat speculation in rupee paper in consequence, 
which had the elfect of putting up the exchange to 
that rate, temporarily. 

7038. I suppose you will admit that at Is. 3d. your 
scheme would more easily he carried out than at 
Is. 4d. ?-—Undoubtedly. 1 will not say now, because 
the world generally knows that wd have been trying 
to get a I6d. rate, and I think if you went back now 
it would be a confession of failure, and people would 
not know how much further you might hereafter go 
back. 

7039. Your scheme provides that, when a gold note 
is issued, the gold is to be transferred to the currency 
reserve ?—Yes. 

7040. And cannot be taken out of that until con¬ 
vertibility is declared ?—No. 

7041. As regards the public, that would be 
absolute ?—Absolute. 

7042. Would you give the Government any 
privilege ?—No. 

7043. You would not permit them to use a portion 
of the gold if the exchange were to fall say one 
farthing below your price. You would not give them 
the privilege of sending home a portion of the gold ?— 
No, except where it was necessary to increase what you 
call the cash circulation of the country ; and then, if 
the proportion of gold to silver admitted of it, I would 
allow silver to be bought and coined. 

7044. Supposing there were, say 4,000,000/. or 
5,000,000/. of gold in the Currency Department and the 
rate of exchange were to fall to, say, la. 3 \d., would it 
not conduce to the stability which you so much desire 
if the Government were to have the power of sending 
home so much of that gold instead of selling bills at the 
lower rate ?—I do not think it would in the long run. 
I think the assurance of the public that the gold had 
been gradually accumulating there would conduce 
more to the stability of the rupee permanently than 
any temporary rise in the rate of exchange, 

7045. Then as regards your equivalence fund you 
would propose to put the profit of any coinage into a 
fund bearing that name in order to secure the 
difference between the nominal and the intrinsic value 
of the silver which was coined ?—Yes. 

7046. How would you make the fund effective for 
that purpose ?—It would not be effective for that 
purpose until the Government had undertaken to give 
gold in exchange for notes and rupees, but suppose 
that fund went on growing it would tend to enable the 
Government to make it effective. 

7047. Do you mean that it would enable the Govern¬ 
ment to purchase gold again in order to exchange for 


rupees—to purchase gold and bring it out to India and 
cover the loss by a transfer from this fund ?—It would 
go on to strengthen the gold currency reserve. If you 
will turn to page 52 of my book you will see my plan 
illustrated by a purely hypothetical statement. The 
last column is the equivalence fund, or, as I call it 
there, a “ special gold reserve to meet new silver.” It 
ends in gold to the value of a crore of rupees having 
been added to the currency reserve as the result of 
5 crores of new silver coinage. 

7048. But after convertibility was declared, aupDOse 
the reserve of gold were tending to disappear, would 
you use the equivalence fund to purchase gold to 
enable you to continue conversion ?— After 
convertibility is declared T propose to merge all tho 
gold reserves into one; the gold note reserve, the 
ordinary reserve of the Currency Department, and the 
equivalence reserve, - 

7049. How would you maintain the difference 
between the nonimul and the intrinsic value of the 
rupee ?—Perhaps you would allow me to explain that 
by reading from page 119 of my book. I say “ on the 
“ issue of the notification prescribed by section 17 of 
“ this Act, transfers to the equivalence fund under 
“ sections 14 and 16 shall cease and the gold then in 
“ the equivalence fund, and the gold in the gold note 
“ reserve, shall be transferred to, and form part of, the 
“ general metallic reserve. And all tho gold in this 
“ general metallic reserve shall be available for securing 
“ the exchange into gold of gold notes, rupees and rupee 
“ notes, without priority of either over the other, and 
“ the gold notes and the rupee notes shall be deemed to 
“ have been issued on, and the rupees in circulation 
“ shall be deemed to be supported by, the security of 
“ such general metallic reserve, and of the invested 
“ securities as well as by the general credit of the 
“ Government of India.” I put them all into a lump 
together, and there is an end of it. Once the notifica¬ 
tion is issued, there is an end of the whole thing, 
because you have your gold standard. 

7050. But suppose the gold disappeared, what 
would you do then ?—Then it would be a failure. 

7051. Would you propose any limit to converti¬ 
bility?—No, except that I would not convert anythiug 
less than 10,000 rupees. 

7052. But supposing the reserves were reaching the 
vanishing point, you would not give the Government 
any option ?—No. Of course, what would happen 
then I do not know, but it would be a failure,* 

7053. {Chairman.) You told us in the early part 
of your evidence that the rate of exchange was 
practically fixed by trade requirements. What effect 
on the rate of exchange has the price of silver ?—I do 
not believe it has any other effect than the bullion 
value of piece goods, for instance ; that is my opinion. 

7054. That is, the gold price of piece goods ?—The 
gold price of piece goods in England, and the rupee 
price in India. I think it acts in exactly the same 
way. Perhaps silver is a commodity which finds a 
readier market, but I believe that is the effect of it. 

7055. You do not think that the low price of silver 
affects the rate of exchange ?—I do not think so, 
except as any other commodity. I am very strongly 
of opinion that something might be done, by giving 
facilities for refining &c., to coax the gold production 
of India to stay in India, instead of being brought 
home and taken out again. I have got particulars 
from one of the principal gold mines in India of the 
cost of remitting their gold from India to England and 
refining it, which I thought might be interesting to the 
Committee. ( The Witness handed in the following 
statements. 


* Note added by Witness :— 

My safeguard against failure is that the notification would 
not be issued until the Government was certain of its ability to 
carry out what it undertook. Though my ideal standard would 
not be reached until the notification had been issued, the gold 
standard would be practically secure when the gold notes had 
become a material part of the effective circulation. 
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Particular* of gold produced from an Indian mine 
in the month of April 1898, exchange l/3f<f.:— 

£ s. d. 


Gross produce of 4,202 ozs. 

of bar 

15,781 

9 

10 

gold (silver included). 







Commission at | °j 0 - 

- 


- 

19 

12 

5 





15,301 

2 

3 

Deduct:— 

£ 

A. 

d. 




Melting and assaying 

5 

11 

0 




Refining 

70 

0 

7 




Indian freight and insurance 

42 

6 

6 




Ocean freight and insurance 

101 

3 

1 

219 

1 

2 

Net produce in London - 

- 

£15,582 

1 

1 


Cost at above rates on produce of 1,500,0001,; :• 


Melting and assaying - 

Percentage. 

- 035 

£ 

525 

Refining 

- '443 

6,645 

Indian freight and insurance 

- -268 

4,020 

Ocean „ „ 

- ’640 

9,600 

Total 

- 1-386 

£20,790 
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The Witness withdrew, 


(For Mr. J. E. O' Conor's evidence on this day, see supra p. 48.) 
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Mr. Robert Steel, C.S.I., called and examined. 


7056. (Chairman.) Will you tell us your address, 
and what qualifications and experience you have ?— 
My address is 2, Ryder Street, London. I was 
formerly a merchant in India. I resided in India 
altogether 27 years. I was mercantile member of the 
Legislative Council of the Viceroy for four years. 

7057. .Under whose viceroyalty was that ?—Lord 
Dufferin’s and Lord Lansdowne. 

7058. You have had considerable experience not 
only in connection with mercantile affairs generally 
in Indio, but especially in reference to jute?—Yes, I 
have been President of the Chamber of Commerce of 
Bengal, and for many years a member of the Port 
Trust. 

7059. Were you opposed to the closing of the mints 
in 1893 ?—I was. 

7060. Will you tell the Committee your reasons ? 
—Because it appears to me that you must have 
either a silver or a gold currency. If you have a 
sound currency at all, it must be based on the one 
metal or the other. I disapprove entirely of the idea 
of having a gold standard without a gold currency; 

7061. I will bring you to that in a moment, but lor 
the present, will you confine yourself to telling us 
what were your opinions at the time of the closing of 
the mints ?—It appeared to me that it was a disturb¬ 
ance that was absolutely unnecessary. India was not 
suffering in any way from a depreciation in the 
purchasing power of the rupee. 

7062. But do you not think the Indian Government 
was suffering ?—The Indian Government might have 


been suffering, but all they lost was going into the 
pockets of the people, and it was easy for the Indian 
Government, by some change in their fiscal arrange¬ 
ments, to re-imburse themselveB without any undue 
burden on the people. 

7063. Could they have re-imbursed themselves 
without additional taxation ?—It would not have been 
additional taxation, if the purchasing power of the 
rupee weut down, to charge a greater number of 
rupees. 

7064. But the Indian Government has to pay a 
certain amount cf gold in London, and that gold is 
practically remitted, as you know, by means of tne 
Secretary of State’s drawings. If he draws at 1 a . 4 d. 
the rupee, there is only a certain number of rupees 
to be found for the purpose. If he draws, as I unfor¬ 
tunately had to do, with the mpee at Ia. OW., a greater 
number of rupees have to be found ?—-Let me give 
an illustration of what I mean. Suppose the salt duty 
is 2 rupees 8 annas per maund, and the purchasing 
power of the rupee falls, it will be perfectly fair Hpon 
the native to charge a greater number of rupees per 
maund as duty on salt. 

7065. Do you propose to increase the salt duty ?— 
I am bringing that forward as an illustration. I would 
put it on salt and other things too. I may say that 
the land revenue automatically increases with every 
fall of the purchasing power of the rupee. 

7066. They have to find a certain number of 
rupees. I do not quite follow you ?—With every fall 
in the purchasing power of the rupee the producer 
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gets more rupees for his produce. The Innd revenue 
is based on the produce of the soil. The Government 
takes a certain share of the produce of the soil. If 
the number of rupees prodnced by the soil increases, 
the Government are entitled to take a greater number 
of rupees. 

7067. Is that so ?—Undoubtedly. 

7068. I am under the impression that the land 
revenue is fixed every 30 years ?—But these settle¬ 
ments are continually falling in, The Indian Govern¬ 
ment are continually making re-settlements. 

7069. But not re-settlements with the same man. 
When a settlement is fixed for 30 years they cannot 
re-open it ?—But these are falling in, and there is no 
reason why the Government should fix upon 30 years. 
It is a mistake to make such a long term of settlement. 
There is no reason why the Government should not 
make a settlement every 10 years. In that case the 
difficulty would disappear. 

7070. Do you consider at the present time there is 
any insufficiency of currency in India?—Last year or 
two, undoubtedly, there has been a very great strin¬ 
gency of money. 

7071. To what do you attribute that stringency?— 
To the closure of the mints. 

7072. Has that stringency prevailed both in the 
slack season and the busy season ?—It is intensified in 
the busy season, and even in the slack season there is 
a considerable stringency. The money rate has gone 
down now to 6 per cent., but it prevailed in Calcutta 
at 12 per cent., and a man who wanted to borrow 
money, even giving first class security, had to give 
12 per cent. 

7073. What do you think was the cause of that ?— 
I think the special factor was the closure of the 
mints. 

7074. But the mints are closed to-day, and the 
bank rate hus gone down to 6 per cent. ?—Tha't is 
because business is not active. This is the slack 
season of the year in India. 

7075. But I understood you to say that the strin¬ 
gency prevailed, both in the slack season and in the 
busy season ?—To a certain extent. We have money 
now at 6 per cent., and probably it would have been 
4 per cent, but for the closing of the mints, and we do 
not know whether it will not be worse than ever in 
the next busy season. 

7076. Do you attribute that at all to a deficiency in 
loanable capital ?—Entirely. 

7077. Then you think capital is leaving India ?—I 
have no doubt of it, whatever. 

7078. To what do you attribute that ?—To the un¬ 
certainty as to the value of the rupee. 

7079. To the instability of exchange ? — To the 
opinion entertained by the financial world that the 
Government will be absolutely unable to maintain the 
Is. id. rate. They think that the rate will probably go 
down very considerably, and they arc afraid to send 
out money for investment. The truth is this : sup¬ 
pose a financial man finds that he can get 12 per cent, 
in India, and he can only get 3 per cent, in England. 
That is a great inducement for him to send out 
money for investment, but when the financier expects 
that the Government will be unable to maintain the 
Is. id. rate, he thinks that all he has gained in in¬ 
terest, and perhaps more, will be lost to him when he 
comes to have his capital returned to England. 

7080. If the rate of exchange were fixed, do you 
think that that fear would be warranted ?—In the 
financial world they doubt the power of the Govern¬ 
ment to maintain the rate. So far as I can gather, 
they agree with me, that it is utterly impossible. 

7081. Are you in favour of the re-opening of the 
mints ?—I am. 

7082. At once ?—Well, I would take some gradual 
steps to do it, so as to avoid disturbing the existing 
contracts as much as possible. 

7083. If the Government announced their intention 
to re-open the mints, even if they did it gradually, 
would not the effect be practically the same ?—hi o, it 


would come gradually. There are plans by which it 
might be brought about gradually. 

7084. If the mints were re-opened, to what do you 
anticipate the rupee would fall ?—The effect of re¬ 
opening the mints would be to cause an advance in 
the price of bar silver and a decline in exchange. 
The two would meet somewhere between the principal 
points. The rupee at present is worth intrinsically 
1 Id., and exchange is at something like Is. 3^d. 
The price of bar silver would go up and the exchange 
would go down till they met. I do not say at what 
point they would meet, but I think it is only reason¬ 
able to suppose that they would meet about half way. 

7085. Do you think an annual demand of rupees 
equivalent to 6 crores of silver would raise the price of 
silver ?—I think it must do. We have no demand 
now, practically, and if the mints were opened there 
would be a considerable demand, which must raise the 
price of silver. 

7086. Of course you are aware that under the 
Sherman Act there was the prospect of a rise ?—And 
that had an extraordinary effect on silver. Silver 
went to 56 d. an ounce. 

7087. For how long ?—As soon as the purchases of 
the American Government stopjied it came down. 

7088. But it came down long before the purchases 
of the Americau Government ceased ?—It began to 
coine down then. 

7089. Just give ns the exact figures. The Ameri¬ 
can Government did not repeal that Act until after 
the Indian mints were closed ?—That is true. 

7090. What was the price of silver when the mints 
were closed ?—I have not the exact figures here. 

7091. I will give them to you. In 1886-87 the 
price was 45§; in 1887-88, 441; in 1888-89, 42f ; 
in 1889-90, 42J-J; in 1890-91, 47^ ; in 1891-92, 
4o t ’ 0 -; in 1892-93, 39? ’-; in 1893-94, 35 4 ; in 
1894-95, 28? | ; in 1895-96, 29 ' ; in 1896-97, 30? ; 
in 1897-98, 27 4 ?—It went even higher, temporarily, 
than those figures. 

7092. That is the averago for the year. Do you 
think that the settlement of the Japan currency, the 
value of the yen being practically fixed equivalent to 
the value of the rupee at 1 Id., would have any 
effect on the exchange value of the rupee ?—I do 
not think it would have any very great effect. 

7093. Do you think it would be no disaster to India 
for tho exchange value of the rupee to go down to its 
bullion price ?—Certainly not. I think it would be a 
great advantage to India. 

7094. Assume that it went even considerably lower 
than now ?—Yes. I do not fix any figure at all. 

7095. Have you any opinion of your own as to the 
effect of having too much currency in a country ?—I 
see a good deal is said about the redundancy of cur¬ 
rency. It appears to me that that is a mis-use of 
terms. There is no such term as “ redundancy ” fairly 
applicable to the standard of value. It may be 
applicable to rupees under the present system, but 
there is no such thing as redundancy of money ; the 
more money you can have the better. 

7096. If it be token money ?—If it be token money, 
of course that is a different thing. 

7097. What is your opinion as to the effect of a 
continued fall of exchange on, say, first of all, agri¬ 
culture ?—The effect would be to make the price of 
agricultural produce rise as expressed in rupees. 

7098. What would be the effect on wages ?—The 
effect would be to make wages rise. 

7099. And all the other products of India—tea, jute, 
and indigo ?—It would make the rupee price rise, 
undoubtedly. 

7100. ( Sir F. Mowatt .) The price as expressed in 
rupees ?—'The price as expressed in rupees. 

7101. ( Chairman.) Have wages and the cost of the 
necessities of life been rising or falling since the 
mints were closed ?—They have been rising. 

7102. Supposing the result of the opening of the 
mints should be to reduce the rupee, say, to 10rf., how 
do you propose that the Indian Gover nment should 
meet its obligations?—By additional taxation. I 
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think a good deal of the loss would be automatically 
recovered, and the deficiency could be supplied by 
increasing the taxation in proportion. It involves no 
hardship to anybody. The railway rates might be 
increased. It is perfectly fair if the standard of value 
decreases, to increase the amount charged for carriage 
on the railways. 

7103. Have you considered that at all from the 
political point of view ?—I do not believe in any 
danger from the political point of view. India is 
perfectly contented and happy, if she were only let 
alone, and the Government did not interfere with her 
currency; she has had a period of groat prosperity, 
and it will go on. 

7104. You, therefore, differ from those experienced 
Indian officials, from Lieutenant-Governors down¬ 
wards, who tell us that it would be a very great 
political danger to attempt any increase of taxation ? 
You do not agree with them t —I do not agree with 
them; I think the Indian Government is very timid. 

7105. Now, pferhaps it would be more agreeable to 
you, and it would be interesting to us, if you would 
make any general statement you like to mako to the 
Committee upon the whole question ?—I did not 
think it would be right for me to trouble the Com¬ 
mittee by making a speech or preparing an essay on 
the question, but the points I wish specially to give 
evidence upon are these : I think it was wroDg to close 
the mints. I think it was an injury to Indian 
interests. I think the Indian interests have been 
injured since the closing of the mints by the conditions 
that have followed. I think it would be comparatively 
easy to open tho mints again. I think the proposals 
of the Indian Government to melt up rupees, and 
cause additional stringency, are absolutely inadmissible 
and would do a very great deal of injury to the 
country. 

7106. Have you considered Mr. Lindsay’s scheme 
at all ?—1 have read it. I do not believe it would 
succeed. 

7107. In fact, if you had a perfectly free hand, as 
I understand, you would re-open the mints ?—Yes. 

7108. You would let the exchange value of the 
rupee follow, automatically, the market price of 
bullion ?—Certainly. 

7109. And whatever difficulties that might inflict 
upon the Indian Government, you think those would 
be temporary, and would eventually disappear, and 
that in the meantime any special financial burden 
could be met by temporary additional tavation ?— 
Exactly. 

7110. ( Lord Balfour of Burleigh.') I think I 
heard you use the expression that all that tho 
Government had lost would be going into the pockets 
of the people ?—Yes. 

7111. Who are the people?—The producers of 
India. 

7112. You think it would all have goue into the 
pockets of the producers ?—There is no doubt that it 
has done. 

7113. Are all the producers, those who are interested 
in the production, the people of India ?—The Indian 
agricultural producer is about 60 per cent., I think, of 
the whole number of the people. 

7114. Would he have been the only person who 
would have benefited ?—He would have benefited in 
the first instance, and there would have been a rise of 
wages also, and everybody would have benefited. 

7115. We have been told that wages to the 
producer did not rise; that the benefit which he got 
was that he gpt part of his remuneration paid in food 
stuffs, which cost the employer more, but which of 
course remained the same to the producer ?—That is 
one part of his remuneration, but the other part is in 
wages, and there is no doubt that wages have risen all 
over India. 

7116. You say there is no doubt, but can you give 
us any instances in which wages have moved upwards 
with a fall in the value of the rupee ?—I have lived in 
the Province of Bengal. In rural Bengal wages 


have doubled within the last 20 years, so far as I can 
make out. 

7117. What wages?—I am speaking now of the 
agricultural labourer—not the owner or cultivator 
of the soil himself, but the man employed by the 
owner or cultivator to assist him. 

7118. Can you give me any particular case ? I do 
not doubt for a moment that you are under the 
impression that what you say is absolutely correct, or 
you would not say it; but the evidence here from 
almost everylody who has been before us has been so 
strong that the amount paid in currency to the 
labourer has not increased that I am rather anxious to 
have a little more information about it ?-*—It is 
difficult for any one in my position to make certain 
about these matters, but I have made a great many 
inquiries. 1 have taken an interest in this question, 
and I am told that the agricultural labourer in 
Bengal can now got 4 annas a day whereas 20 years 
ago he could only get 2 annas a day. 

7119. Can you refer to any authority who can give 
us original information about that ?—I do not know 
that I can. A friend of mine, the Maharajah Doorgah 
Churn Law, gave me his experience, but, of course, 
he is in India, and he is not available. 

7120. Could we not write to him?—.The Govern¬ 
ment of Bengal could find out for you. I might, I 
think, bring forward instances of tea planters. A 
letter was written, I think, under Sir David Barbour’s 
regime to the tea planters of Darjeeling, which made 
out that all that the tea planter was gaining by the 
fall in exchange the labourer was losing. 

7121. Do you agree with that ?—I do not agree, 
because the tea planter is bound under contract to 
supply his coolies with rice at 3 rupees per maund. 
The whole expenditure of the coolie is on his food, 
and if the rice is given to the coolie at a fixed price 
it does not matter to him what is the purchasing power 
of the rupee. 

7122. (Sir 1). Barbour.) I think the letter to which 
you refer does not go quite so far as that. According 
to my recollection, it said that if there was a depre¬ 
ciation of the currency, although the tea planter got 
a higher price nnd might make a special profit, some 
proportion of that profit probably was made out of 
the labourer temporarily or for the time being?— 
But it was not mentioned in the correspondence that 
the tea planter is bound under contract to supply his 
coolies with rice at a fixed price. 

7123. (Lord Balfour of Burleigh.) You would 
include the tea planter under your general description 
of the Indian producer ?—Certainly. 

7124. Would you also include the shareholder in 
this country as among the people of Tndia ?—Yes, I 
think I should. I think a man who invests money in 
India ought to get something out of it. In my view 
the crying want of India is the development of its 
industries. The population of India is increasing at 
at the rate of 3,000,000 a year, and we are obliged 
to do all in our power, I take it, to find new industries 
for them—to develop agriculture, to increase the 
means of communication, and provide manufacturing 
industries. Those are the things that it is absolutely 
essential for us to do in order to meet the wants of 
the growing population. That is only to be done 
with plenty of loanable capital. 

7125. And that, I suppose, is only to be got per¬ 
manently when confidence is thoroughly established ? 
—I think so. 

7126. And the establishment of confidence would 
get you loanable capital, I suppose, at whatever figure 
the rupee was standing ?—I think the establishment 
of confidence would bring that about. If you could 
absolutely establish the rupee at Is. 4c?. and the people 
were confident that that rate would be maintained, I 
have no doubt that loanable capital would go out, but. 
at the present time there is not that confidence. 

7127. You think that if it were to be announced 
that the Indian Government was to change its policy 
and ultimately reopen the mints, arrangements could 
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be made by which the transition could be brought, 
about gradually?—1 do. 

7128. Would you outline those .arrangements to us ? 
—I think there are three plans. The first would ho 
when the rupee in the slack season comes down, we 
will say, to Is, 'id., that the Government should then 
announce that instead of giving 15 rupees to the 
sovereign they would give 16 rupees. Another would 
be that the Government should undertake and announce 
its intention of coining, say, 5 crores of rupees a year 
for a certain number of years. A profit would be made 
upon that which would not be a real profit, because it 
would be a form of taxation ; but Government might 
undertake that any profit made should be employed in 
paying oflF the gold obligations. 

7129. You say that they should announce that they 
would coin 5 crores of rupees for a certain number of 
years. Is it your intention that they should buy that 
silver in the open market or coin it for anybody who 
offers it ?—I should buy it in the open market, and I 
should draw Council bills against it, and the profit 
that is made upon it would pay off gold indebted¬ 
ness. That is the second plan; but the plan that I 
prefer to any of these is one suggested to me by a high 
financial authority, whom, I believe, you have examined, 
Mr. Henry Raphael. He told me that if it were 
desired to open the mints, the best way would be the 
plan that I am now goiDg to sketch out. He says 
you may announce that the mints are open to silver to 
be coined as it is paid in in order of delivery; that 
you will coin 2 lakhs of rupee a day, and that you will 
pay for it ip Treasury drafts at 10 days, that is to say, 
that the first 2 lakhs of silver presented at the mint 
will be paid for by drafts at 10 days’ sight; the second 
2 lakhs will be paid for by drafts at 11 days’ sight; 
the third 2 lakhs by drafts at 12 days’ sight, and so 
on. In that case a large amount of silver no doubt 
will be tendered at once in India, and probably enough 
to keep the mints going for 18 months. It would 
not be possible for people to send out silver from 
England to meet that demand without incurring the 
prospect of considerable loss; that is to say, they 
would only be paid for it 18 months later, and they 
would have to discount the Treasury drafts. Now, in 
discounting the Treasury drafts the discounter would 
naturally take into account the probable fall i n the rupee 
value at the time he is paid his money, and he would, 
therefore, charge a higher rate of discount. I should 
think not less than 12 or 14 per cent, per annum. 
The consequence is it would not pay to send out 
silver from England to India for coinage, without 
allowing a considerable discount, and the exchange 
would not fall very rapidly. I do not think the 
exchange would fall very rapidly under that arrange¬ 
ment. 

7130. But surely that would cause, to begin with, a 
considerable period of great uncertainty, would it 
not ?—I do not think so. A large amount of silver 
would be tendered for coinage, in India ; for instance, 
looking at it from the point of view of the speculator, 
I should be rather chary about sending out silver to 
India for coinage if I had the prospect of not being 
paid for it for 18 months. 

7131. But I understand the position precedent to 
all this is that the Government are to announce the 
mints to be opened to. a coinage of silver, with the 
ultimate intention of opening them as freely as they 
were before 1893 ?—Yes ; but this is a plan by which 
they might announce it now, and only pay for the 
silver according to the dates when it was coined. 

7132. Under your scheme how long do you think it 
would take you to get back to the system which 
prevailed before 1893, of an absolutely open mint for 
the coinage of any silver ?—This is an absolute return 
to that system, with a modification that as silver will 
only be paid for at distant dates the fall of exchange 
will be gradual. 

7133. This is an alternative scheme, not to run along 
With the five crores scheme ?—It is an alternative 
scheme entirely, and one I prefer to the Others. 


7134. Under that, of course, it follows that in time, 
I will not ask you to define in what time, the price of 
the rupee must go to tho price of bar silver ?—Or the 
price of bar silver must go the price of the rupee. 
They must meet, that is what I mean. 

71S5. Now I understand you to say that you think 
it would be fair to suppose' that they would meet half 
way ?—Yes. 

7136. That is about 12d. ?—I would not like to 
commit myself to that. I think that is a reasonable 
expectation that they would meet about half way, but 
there are many factors coming in. I would not like 
to say definitely. 

7137. Tell me what are the factors that you think 
people would have to take into account if they were 
going to forecast the result ot your scheme ?—There 
is the possibility that the silver mines might be re¬ 
opened. I confess I have not information on the 
subject. I do not know the position of the American 
mines now. I think most, of them are shut down. I 
do not know what rise in silver would induce the 
owners to open them again. 

7138. However, that would be one of the factors to 
take into account ?—Yes. 

7139. Do you know what the world’s production of 
silver is at the present time ?—I only know the figures 
which you have before you more or less. 1 have seen 
the published statements of the production of silver; 
I have no knowledge of my own. I would rather you 
took the figures from the American Government. 

7140. Then you recommend this scheme without 
any knowledge about the world’s production of silver ? 
—Without any special knowledge beyond what I see 
in the papers. 

7141. What is the knowledge upon which you make 
your recommendation ?—I think it is supposed that 
the production of silver at present is something about 
25 millions a year. 

7142. How much do you think India would take 
of that naturally ?—I think that probably if the mints 
had been opened during the last five years she would 
have coined certainly not less than 30 crores of 
rupees. 

7143. In the five years ?—In the five years. 

7144. That would be about, at the very most, a 
quarter of the world’s produce?—YeB, I think she 
would have taken mdre, but that is what I said she 
would have coined. 

7145. Why should the closing of the mints have 
prevented India taking what was not going for coinage ? 
—It has not prevented it, they have taken a lot of 
silver. 

7146. You think they would have taken more in 
addition to the six crores that they would have coined ? 
—They probably might have coined eight crores, but 
of that eight crores, two crores probably would have 
been melted down as it is done in ordinary years, when 
the mints are open. 

7147. Let us assume that India would have taken 
eight crores, that is a third of the world’s produce ?— 
Yes. 

7148. I understood you to say a moment ago that, 
except the demand for India, there was no substantial 
demand for silver throughout the world ?—No demand 
for coinage. 

7149. This production of silver that you estimate 
at something like 30 millions has been produced at 
what average price ?—I would rather not attempt to 
give evidence on a subject of which I only know at 
secondhand or from reading. 

7150. Do you know what it costs to produce silver 

from such a mine as the Broken Hill, lor example ?_ 

The shares in the Broken Hill mine have gone down 
very much. That is a pretty fair proof that they are 
not making much profit. 

7151. On account of the low price of silver ?—Yes, 
they depend very much on what they get for the lead. 
Silver is a by-product of lead. 

7152. That is a very important consideration, which 
I think is very often left out of sight. Now, would 
you be surprised to hear that people^ put the cost of 
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producing silver as low as Is. an ounce in such a mine 
as the Broken Hill ?—I should not be surprised to 
hear that in certain highly favoured mines, it might bo 
as low as Is. an ounce, but certainly not in the great 
bulk of the mines of the world. 

7153. I need hardly ask you, but Is. an ounce would 
mean a 4 \d. rupee ?—Yes. 

7154. Would you commit yourself to a statement 
that, under no circumstances, with free coinage of 
silver in India, the rupee could go down as low as 
44 d. ?—There is not the slightest probability of it 
These highly-favoured mines are in the position of a 
newly found alluvial deposit of gold, where you may 
pick up gold for nothing; the cost of production in 
that case is nothing, but it does not mean to say that 
they are going to get gold all over the world for 
nothing. 

7155. Have you considered what in your opinion 
would be the lowest point to which the rupee could go 
down under the system which you advocate ?•—I think 
anyone who committed himself to any prophecy upon 
that would be very bold. Personally, I do not think 
the rupee would go to If., but at the same time it 
might; it depends greatly on the discoveries of 
science, the discovery of the method of treating re¬ 
fractory ores, and all kinds of other factors. The 
rupee would never have gone as low as it has done 
but for the closing of the mints. 

7156*. How do you make that out?—Because the 
closing of the mints caused a great fall in the value of 
silver, and while people did not believe in the 
Government being able to hold up the price, there is 
no doubt that the rupee fell very much on a level with 
the price of silver in the first instance. 

7157. Why was that due to the closing of the 
mints?—Because the closing of the mints caused the 
price of bar silver to go down. 

7158. But the rupee only fell very slightly after the 
closing of the mints ?—When the mints were closed 
the rupee went up to the neighbourhood of If. -Id. ; 
it gradually fell from that to if. OJd. 

7159. You attribute that to the closing of the mints ? 
—I think the closing of the mints certainly made the 
rupee go lower than it otherwise would have done. 

7160. I should like you to state the ground on 
which you say that ?—There is no doubt that the 
closing of the mints made silver go down. 

7161. I am not disputing your view, hut I want to 
elicit the ground of your opinion ?—There is no 
doubt also that the natives of Iudia have always 
looked upon silver and the rupee as practicully the 
same thing while the mints were open, and when they 
saw silver go down the rupee naturally went down 
from sympathy. 

7162. At the most that could only be a temporary 
result?—Well, I think it was temporary, but it 
operated certainly for two or three years. 

7163. Was it not largely owing to the closing of 
the mints that the rupee has maintained the level to 
which it has kept in the last live years ?—Within 
the last five years ? 

7164. Three years I think you may say ?—I think 
the effect of the closing of the mints was to make 
exchange go lower than it otherwise would have done 
for two years, and to go higher than it otherwise 
would have done for the remaining two years. 

7165. Do you desire to express to us your opinion 
upon any part of Mr. Lindsay’s scheme which you 
think especially weak ?—The weak point of it, I think, 
is the probability that if a gold fund were established 
in England, and the only way in which you can establish 
a ratio between gold and silver is to be prepared to 
give gold for silver on certain terms, that is the only 
way it could be done; if we were prepared to do that 
by means of raising a fund of gold in England, I am of 
opinion that that fund might be swept away in a few 
months by the Indian hoarders and you would have 
to come forward and borrow again; and I do not 
thiuk Lombard Street would be disposed to give you 
money. They do not like their reserves of gold 
trenched upon. I believe if you had 20 millions here 


it would be swept away in no very long time by the 
Indian hoarders. 

7166. Will you just amplify that a little for us, 
because Mr. Lindsay, rightly or wrongly, puts it that 
movements of that kind would counterbalance each 
other ?—I do not think Mr. Lindsay sufficiently takes 
into account, the desire of the natives to hoard "old. 
The natives look upon everything from the point of 
view of the rupee price, and if thoy thought gold was 
cheap compared with the rupee they would buy all the 
gold they could get. 

7167. But, of course, whatever figure is fixed it 
should he a figure which should not raise in the 

Indian mind the presumption that gold was cheap >_ 

Exactly. r ' 

7168. Then, if you will excuse me for saying so, 
that is a criticism not upon the scheme as a whole, but 
upon a particular figure which Mr. Lindsay has fixed 
upon?—I think that is one way of criticising it. The 
figure he has fixed upon no doubt increases the 
probability of the gold being swept away. If he fixed 
Is., instead of Is. 4 d., there would not he the same 
probability, because then the natives of India would 
think that gold was dear. 

7169. Is there any other criticism which you wish 
to make of Mr. Lindsay’s scheme ?—No, that is the 
only one. I think it would fail on account of the gold 
being taken away. 

7170. (Sir F. Mowatt.) You said, I thiuk, that 
there was no falling off in the purchasing power of 
the rupee in consequence of the fall in its quotation 
outside ?—I do not say so. I think the rupee has a 
less purchasing power than it had. There has been 
some rise in prices and in wngos. 

7171. I understand, at the outset of your evidence, 
you said it had not affected the purchasing power of 
the iupee in India?-—I am afraid I was misunder¬ 
stood. 

7172. You said, I think, that silver followed the 
price of the rupee from sympathy in India; that when 
the rupee fell, silver fell with it in sympathy ?—I said 
that when silver fell, which was a fall caused by the 
closing of the mints, the rupee fell with it in 
sympathy. 

7173. But silver has since fallen further, and the 

rupee has risen ?—That is because of the strineency 
of money. ~ J 

7174. VViih regard to the drawing away of any 
reserve fund, you say that the natives hoard, or desire 
to hoard, gold so greatly that the fund will very 
rapidly tend to disappear ?—If they thought the "old 
was cheap, and they would thiuk the gold was cheap 
because they know vary well that Uie rupee ought 
only to he worth lid., and that it is worth Is. 3}d. 

7175. How would they get hold of this reserve 

fund ; they would have to buy the gold in some way. 
How would they pay for it i'—There are speculators 
in Bombay who do nothing but trade in lakhs of gold 
every day. 6 

7176 They would purchase the gold with rupees, 
and those rupees would be withdrawn from the cur¬ 
rency ?—They would be withdrawn from hoaids 
probably ; they would turn their hoards of silver into 
hoards of gold, 

7177. Do you think there is enough silver in hoard 
to enable them to sweep away at once an enormous 
reserve fund?—I should think so. It is difficult to 
say, but I should think there are between 100 and 200 
millions of tens of rupees hoarded, probably. 

7178. You do not think that the rupee being with¬ 
drawn for the purchase of gold would lessen the 
number of rupees in circulation, and so increase the 
value of the rupee ?—Not necessarily; I do not think 
it would. 

7179. It would all come out of hoards ?—Yes 

7180. ( StrJ . Muir.) I thiuk you said that Govern¬ 
ment, in your opinion, might reduce the period of the 
settlement, say, to 10 years ?—I did. 

7181. If that were done at each settlement of course 
the fair value might be fixed ?—Yes. 
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7182. So that that might increase considerably the 
income of the Government ?—Undoubtedly, if the 
rupee falls. 

7183. You have been a long while in India; what 
would you think, taking into account everything, if 
the mints had not been closed, might have been 
the rate of insterest?—There were large municipal 
loans and port trust loans floated at 4 per cent. I 
think there is no doubt that money would have been 
obtainable at 4 per cent, if the mints had been open. 

7184. That is in the slack season ?—Really, when 
money was so plentiful as we had it two or three 
years ago, it did not seem to get much dearer, even 
in the busy season. 

7185. (Sir D. Barbour.) Are you speaking now of 
the rate of interest on loans for a long period or of 
the rate of discount ?—I am speaking of the rate at 
which permanent loans could lie floated. 

7186. (Sir J. Muir.) A merchant could discount 
bills at the Bank of Bengal at 4 per cent, on proper 
security ?—Yes. 

7187. You have mentioned to us that the rate of 
interest has been very high—as much as 12 percent. ? 
—Yes. 

7188. What wonld it be in the other Presidency 
towns ?—Even higher in Bombay—13 per cent. 

7189. And in Madras?—I think Madras only got 
to 12 per cent. 

7190. Bid I understand you to say that you fear, 
unless some change takes place, that next busy 
season we may see it even worse ?—I think that is a 
very natural assumption. 

7191. I have heard 15 per cent, named in other 
quarters as a possibility ?—Yes, I think it is a 
possibility. 

7192. (Sir D. Barbour.) Do you draw any dis¬ 
tinction between currency and capital, or do you think 
they are identical ?—They are not identical. 

7193. You think there is a distinction?—I think 
there is a distinction. 

7194. If you were to indefinitely increase currency, 
you would not thereby indefinitely increase capital ? 
—No. 

7195. Now why do you think it is impossible to 
have a fixed rate of exchauge in India ; I did not hear 
the early part of your evidence ?—Because I think that 
the only way to fix a rate of exchange is to be prepared 
to give gold for silver on certain terms; to do that, 
you would have to have a large reserve of gold, and 
however large it is, I think there is the greater danger 
that it would all be swept away, and you would have 
to borrow again, and the cost would be enormous. 

7196. Bp<:ause the hoarders have such a desire for 
gold ?—They have a great desire for gold if they 
think it cheap, and they will think it cheap when they 
see the rupee is kept at an unnatural point. 

7197. Then why did they not buy great quantities 
of gold the other day when the exchange was 1 s.4d. ? 
—I do not know; perhaps they did not think gold 
cheap at the time. 

7198. But if they knew anything about the currency 
scheme they must have known that gold had got to its 
cheapest point when exchange was at Is. 4 d. Why 
did not these people buy all the gold they wanted 
then ?—They did buy a good deal. 

7199. But not more than in other years and at 
other times ?—Well, I am not able to give you the 
reasons of other people for what they do, but I feel 
perfectly satisfied that if the natives thought gold was 
cheap, they have the power, and they would have the 
will, to sweep it away. 

7200. You are in favour of the opening of the mints 
to silver. I was not here when you mentioned how 
you would find the necessary revenue for that purpose. 
Would you repeat that portion of your evidence ?—A 
certain portion of the revenue would automatically 
increase. 

7201. Such as -?—The opium revenue for 

instance—the land revenue. 

7202. The land revenue would increase slowly and 
not automatically? —Practically automatically. With 


the reduced purchasing power of the rupee the pro¬ 
ducer would get more rupees for his produce, the 
Government in valuing his land would get a higher 
rate in rupees and would draw a higher revenue 
from it. 

7203. It would not be automatic; the Government 
would have to take the important step of raising the 
revenue?—That is true. It would be automatic, but 
not all at once. 

7204. It would come gradually ?—It would come 
gradually. 

7205. In the ease of the opium revenue, that is the 
opium which is sold in Calcutta—the increase of 
revenue would be automatic, because you would sell 
opium for a greater number of rupees ?—Yes. 

7206. In the case of the land revenue the Govern¬ 
ment would have to go through the process of raising 
the revenue, but, as you say, the Government wonld 
have good ground for doing so ?—Yes. 

7207. Anything else ?—The railways belong to the 
Government; the canals belong to the Government. 
The revenue of those would automatically be increased 
with the decline in the purchasing power of the 
metal. 

7208. Bo you mean that there would be more 
irrigation and more railway freight ?—Undoubtedly, 
and the Government, if the rupee had a lower 
purchasing power, would be perfectly justified in 
increasing the rates. 

7209. Those are three sources of increase; is there 
anything else ? I want to know how you would find 
the whole of the revenue necessary to meet the addi ■ 
tional expenditure ?—I say you would be perfectly 
justified in increasing the salt duty. That is a matter 
that is quite misunderstood in England. The salt 
duty is 4 d. per head of the population. It is in the 
nature of a poll tax, and it is the only taxation that 
the poor native pays, and he does not feel it. After 
many years experience in India, I have never known 
a native who objected to the salt tax; they will object 
to everything else but the salt tax. 

7210. But all that, at any rate in the first instance, 
would not give you anything like the amount of the 
total additional expenditure ?—Even assuming that 
you were to meet with some temporary loss, I con¬ 
tend that your land revenue ultimately would be 
sufficient to pay off the whole of your indebtedness, 
and that would increase automatically according to 
the depreciation in the purchasing power of the rupee. 
While that adjustment was going on you might have 
some loss, but that would be nothing compared with 
the loss you have got to face the other way. 

7211. Would you increase the import duties?—I do 
not like duties, but if it were absolutely necessary, 
that is one way of doing it. 

7212. That is not an unpopular form of taxation 
in India ?—No. 

7213. (Sir J. Muir.) And export duties?—I have 
a great objection to export duties. I would rather see 
revenue raised in almost any other form. Export 
duties on raw produce I think at this time of day are 
not a thing that any enlightened Government would 
propose. 

7214. (Sir D. Barbour.) As to the raising of the 
railway rates, and the irrigation rates, if you had to 
do it under the circumstances that you explained, it 
might be justifiable, but it is better that they should 
not be raised ?—Undoubtedly. 

7215. It would be better to avoid it if possible ?_ 

I quite agree. 

7216. And it would be better not to raise the salt 
duty if you could avoid it ?—If you show such 
excessive deference to the opinion" of people in 
England who really do not hnderstand the matter. 

7217. Is it deference to their opinion, or considera¬ 
tions for the welfare of the people ?—There is a great 
deal of misapprehension about the salt duty. The 
poor Indian buys his food and his little stores at the 
village shop twice a week. That is to say he makes a 
hundred purchases in a year. The dealer generally 
gives him a pinch of salt for nothing along with the 
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little stores that he buys. At any rate if he pays for 
his salt, he pays 4 d., and that is divided by 100. It 
cannot be represented by the smallest coin in the 
world. A few cowries might pay for the proportion 
of salt that he buys. It is 4 d. a head per annum, and 
no more. It comes to nothing. 

7218. Do you think the whole population of India 
buy their food in that way twice a week ?—The 
poor—the only people for whom you can have any 
consideration in talking of a duty of 4<7. a head 

7219. Do you think the agriculturists do that, 
or do they consume the food that they grow them¬ 
selves ?—The agriculturist is in a different position. 

He is profiting all the time and he can well afford it. 

7220. But you said that the population of India 
bought their food twice a week ?—I was referring 
there to the poor population of India, the only people 
for whom you can have any consideration in discussing 
the salt duty. 

7221. But many agriculturists are poor?—There 
may be such, and if they are poor they will buy salt 
just the same as the other people. 

7222. And therefore they pay the higher price ?— 
That is probably so. 

7223. Now do you think wages have doubled in 
Bengal, because it, is quite contrary to the evidence 
we have had ?—I say that the wages of agricultural 
labour in Lower and Eastern Bengal have doubled. 

7224. I do not know Eastern Bengal, but do you 
think that wages generally in India have doubled ?— 
I do not. I think in the prosperous provinces they 
have, but not in some of the congested districts. 

7225. A friend of mine tells me that he paid the 
men who looks after his horses 3 rupees 8 annas per 
month at a place where he was magistrate, and there 
had been a railway there for ton years at least. Do 
you think that shows any sign of a rise ?—I have 
never got anybody to serve me at 3 rupees 8 annas a 
month. 

7226. Neither have I, but, if that statement be 
correct, that does not show any signs of a rise in that 
district ?—It must have been in a congested district. 

7227. Certainly there is a large population in that 
district and wages are low ?—There are exceptional 
districts in India as in [relaud, where people want to 
live on the land where it can hardly support them, 
and they will not go away. Undoubtedly there are 
those exceptional places. 

7228. Have you examined the Government 
statistics of wages ?—Not recently. 

7229. They do not show a 50 per cent, rise all 
round ?—Probably not, but I do not think the 
Government statistics are always right. 

7230. You said if the mints had been open for the 
last five years, you think India would have coined 
30 crores of rupees. Do you mean 30 crores in all ? 
—I corrected myself by saying that probably, instead 
of coining six crores annually she would have coined 
eight crores, but two crores might be melted up. 

7231. Do you know that just before the mints were 
closed, India was taking an average of about 12 crores 
a year ?—Yes. 

7232. Most of which was coined ?—Yes. 

7233. But if silver had fallen, would she not have 
taken very considerably more ?—If silver had fallen to 
the present point probably, but I do not think silver 
would have gone so low. I was trying to put a 
moderate figure, but I said that I thought she would 
add to her currency at six crores a year. 

7234. India was coining much more than six crores 
a year before the mints were closed ?—Part of it was 
melted up. 

7235. Now if the Americans had ceased purchasing, 
do you not think that India would have had to coin 
much more than 12 crores a year ?—It depends on the 
price of silver. 

7236. When the Americans stopped purchasing, 
the price of silver must have fallen?—But not so 

low. 

7237. I do not say that, but it would have fallen 
lower than at the time the mints were closed. Do 
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you not think she must have taken more than 12 
crores a year if the mints had not been closed in 
1893?—She would have taken a great deal. Iam 
not prepared to place any limit. 

7238. She must have taken all that was offered to 
her at the price of the day as long as the mints were 
open ?—Yes. 

7239. You skid that the rupee fell in sympathy 
with silver when the mints were closed. How does 
that sympathy act that makes the one thing fall 
with the other ? — Well, there was a very strong 
conviction amongst the natives that the mints would 
have to be opened again. That, I think, accounts in 
a great measure for the large importation of bar 
silver; the natives thought, “ The Government cannot 
“ keep the mints closed, they will have to open 
“ then again and we will have the silver ready.” 

7240. That large importation only went on for 
some months; that could not have been the cause 
that kept the rupee down after the excessive im¬ 
portation of silver was over ?—There is no doubt 
that for a time there was sufficient to go on with, 
and there was no scarcity for some time after the 
mints were closed. It has only begun during the 
last two years. 

7241. But why should the rupee have fallen in 
sympathy with silver ? How does the question of 
sympathy come in ?—I think people know the intrinsic 
value of the rupee is not more than Is. \d., and why 
should they give more money for it ? 

7242. It has been said that there is a connexion 
between the exchange value of the rupee and the 
rate of discount and the rate of exchange. Do you 
think the two things go together ? I daresay you 
know that many economists Bay that the rate of 
discount or interest has nothing to do with the 
appreciation or depreciation of the standard ?—I do 
not think it has. It depends on the amount of 
loanable capital available. 

7243. What do you think are the causes of the 
high rate of discount and the high rate of interest in 
India at the present time ?—The fact that capitalists 
have all sent their money away. They thought they 
were getting good terms for remitting it home. 

7244. That is to say they were afraid that this rate 
of exchange could not be maintained ?—They were 
convinced that it could not be maintained. The point 
is this: they had nothing to lose by sending their 
money home at I s. Ad., because it cannot go higher. 

7245. They had the high rate of interest to lose 
which they could get in India ?—But you have the 
rate fixed. You say the rupee cannot go beyond 
Is. 4 d. on account of the action of the Government. 
Then a man naturally says it is “ heads I win, 
tails you lose.” I get my Is. 4 d. I canrot get 
more, and if things go the wrong way I may lose 
30 per cent, of my capital. 

7246. Do you think there is any other cause of 
the remittance of capital from India than the desire 
to take advantage of the high rate of exchange ?—I 
think that is the chief cause. 

,7247. And, if there was confidence, that cause 
would not operate ? — Certainly not, if there was 
absolute confidence. 

7248. On the other hand, if this high rate of 
discount went on every year some persons might be 
found who would run the risk of keeping their 
money there for the sake of the high rate of interest ? 
—Not unless the rate was so high as practically to 
extinguish all industries in India. 

7249. It would depend on the fear of the fa.ll of 
exchange. If they had not much fear of the fall of 
exchange they might be content to risk it for the sake 
of the high rate of interest ?—It would depend on how 
high the rate was, and what fear they had of a fall of 
exchange. 

7250. ( Sir C. Crosthwaite,) Have you considered 
what amount of extra taxation would be necessary if 
the rupee were allowed to fall, say, to Is. ?—I have 1 
not considered it exactly, but I think, as I have 
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explained to Sir D, Barbour, a good deal of it would 
be automatically recovered. 

7251. But you cannot tell me about what amount 
you think would be necessary ? —-I think it is 
impossible for any one to say exactly. I think the 
amount has been terribly exaggerated by some people. 

(Chairman.) You may take it at from 12 to 14 
crores. 

7252. (Sir D. Barbour.) From Is. 4 d. to Is. would 
mean that?—I would not be prepared to admit even 
that, because what the Government calls the loss by 
exchange is not all loss by exchange. 

7253. This is the additional number of rupees that 
would be required, putting aside the question of loss 
altogether. If at Is. 4<i. so many rupees are required 
to meet the Government liabilities, then at Is. it will 
require, say, 12 crores more ?—I have no doubt you 
have made the calculation correctly. 

7254. (Chairman.) The rise in exchange during 
the last year has enabled the Government of India 
and the Secretary of State to avoid imposing additional 
taxation in order to meet the greater portion of the 
heavy expenditure on the war and the famine ?—But 
it has in effect been itself additional taxation. 

7255. That is another matter. I am only clearing 
up Sir Charles Crosthwaite’s point. If the rupee 
goes down to Is., as Sir D. Barbour says, there will 
have to be a certain additional number of rupees to 
the extent of 12 crores found by taxation ?—I have 
no doubt that is correctly calculated. 

7256. (Sir C. Croslhwaite.) Apart from that, you 
think that a large portion of it at any rate could be 
got by increasing the land revenue ?—I think so. 

7257. Can you calculate the amount of the land 
revenue ?—I think it is about 26 crores of rupees in 
round numbers. 

7258. Of that part is permanently settled ?—A 
small part of the revenue—a considerable part of the 
ground. 

7259. The revenue permanently settled is about six 
Crores, I think ?—Less than that, I think. 

7260. In the North-West Province and Madras, 
too ?—Yes, I was thinking only of Bengal. 

7261. That revenue could not be-raised, could it ? 
—It could not be raised in that form. 

7262. You do not recommend that there should be 
a breach of the permanent settlement?—Not at all. 
The position of a Zemindar under a permanent settle¬ 
ment is the position practically of owner of the soil 
subject to a rent charge. We cannot increase his 
rent charge, but there is no reason why that Zemindar 
should not be liable to pay taxation like everybody 
else for the cost of the Government. As a matter of 
fact he is—for what reason nobody knows—exempted 
from paying income tax. It is an extraordinary 
anomaly that the richest class in India, the Zemindars, 
have to pay no income tax ; it seems to me indefen. 
sible. You cannot break his permanent settlement, 
hut the fact that he is under permanent settlement 
does not change his status as a member of the com¬ 
munity who should pay proper taxation to meet the 
charges of the State. 

7263. Is it not the case that a good many local 
rates have been put on of late ?—They have been 
subjected to what they call the public works cess, I 
think, but that public works cess is for money which 
is to be spent for improving the conditions of the soil, 
the roads, and so forth. 

7264. You said that the land revenue was the 
share of the produce that the Government took ?— 
Yes. 

7265. Can you tell me what share of the produce is 
taken ?—I believe it varies in different parts of the 
country, and I am sure you are able to say much 
more accurately than I can. I think it is something 
like .40 per cent, in the North-West Provinces. 

7266. It is a share of the produce ?—It is a share 
of the produce. 

7267. In the North-West Provinces it is not a share 
of the produce, it is a share of the rent. The settle¬ 
ment is not made with the actual cultivator or 


producer, it is made with the laudlord or owner of 
the soil as a rule ?—But the rent depends upon the 
produce of the soil. Therefore, if it is a settlement 
on the land, it is practically indirectly a settlement 
on the produce of the soil. 

7268. Indirectly, no doubt, but you are aware that 
there are rent laws, and that there are a large pro¬ 
portion of tenants who are hereditary ?—Yes, there 
are occupancy rights, and so on. 

7269. Now, with regard to agricultural wages, are 
they paid, as a rule, in kind or in cash ?—They are 
generally paid partly in one and partly in the other, I 
think, in Bengal, at any rate. 

7270. So that part of the rise which you allude to 
would be in consequence of the increased price of the 
food grains in which they are paid?—Yes. 

7271. (Sir A. Dent.) As to wages in Darjeeling, 
you said that the price of rice had been permanently 
fixed at three rupees per maund ?—It is a part of the 
contract between the tea. planter and the coolie that 
he gets his rice at a fixed low price. 

7272. But that price is not three rupees per maund 
for ever, is it?—During the continuance of the 
contract, I believe it is. 

7273. In answering the questions put to you by 
Lord Balfour about your third scheme, I did got 
understand how long it would take before we got back 
to the reopening of the mints; would you name any 
term ?—The mints would be open from the moment 
the scheme started, but the exchange would only fall 
gradually, because people could not get their silver 
thrown in and get paid for it without a long interval 
of time. 

7274. And that might go over several, years ?—I 
think it might probably go over 18 months or two 
years. 

7275. When you say a very large amount of silver 
would be poured into the mints at once, and that that 
would raise the price of silver for the moment, there 
would be a very unpleasant reaction later on, would 
tliere not ?—I do not think so. 

7276. You think a principal increase of revenue 
would be on opium ?—Yes. 

7277. Is not that a very uncertain revenue now ?— 
No doubt. 

7278. The Chinese are goipg in largely for culti¬ 
vating it ?—Very true. 

7279. And is not the revenue from opium getting 
less and less every year, so that it will eventually 
become extinct? — If exchange goes up it may 
disappear gradually. If exchange goes down it will 
continue longer probably. 

7280. (Mr. Holland.) You told us that in your 
opinion if the mints were reopened exchange would 
fall, but that India at large would gain by the fall of 
exchange ?—Yes. 

7281. We have had it in evidence from another 
witness that most of the advantage of a fall of 
exchange goes into the pockets of tho middleman. 
Do you agree with that opinion ?—No. 

7282. You think the Government would not be 
strong enough to carry through their own proposals ; 
do you agree that the task that they have set themselves 
is difficult in proportion as the rate of exchange is 
high ?—Certainly. 

7283. And that although it might be impossible at 
Is. 4 d. it might not be impossible at Is. 3d.; and if 
it were impossible at Is. 3d., it might not be 
impossible at Is. 2d. ?—The difficulty increases in 
proportion to the height that you keep it up to. I 
think it would be impossible at Is. 3d. for that matter, 
although not so impossible, you may say, as at Is. 4 d. 

7284. Do you think it would be ” impossible at 
Is. 2d. ?—I do not care to commit myself to an exact 
figure. 

7285. You are an ex-president of the Bengal 
Chamber of Commerce?—Yes. 

7286. We have had it in evidence from anothep ex- 
president of the Bengal Chamber of Commerce that 
the closing of the mints has not had a serious effect on 
trade. Do you agree with that ?—No. 
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7287- You think the effect has been serious ?— 
Very serious. 

7288. And it has been stated by another -witness 
that, notwithstanding the stringency in the money 
market, trade has been carried on without any 
hindrance. I suppose that also you would disagree 
with ?—I should differ from that, certainly, 

7289. Do you agree with the Bombay Chamber of 
Commerce, that the present tightness of money is 
mainly attributable to the contraction of the currency 
consequent on the closing of the mints ?—Yea, 

7290. And do you think that the proposals of the 
Government of India would have the effect of per- 


7303. Now, with regard to the suggestion that you 
make as to giving deferred warrants for the silver sent 
into the mints. You say you would begin to coin at 
the rate of 2 lakhs a day ?—-Yes. 

7304. If silver was sent from England it would 
begin to get in in about four weeks ?—Yes. 

7305. -And would be cashed in a little more than a 

month ?—No, because it would be preceded bv a 
great deal of silver in India. J 

7306. You estimate that there is as much silver in 
India as would postpone the payment for these ship¬ 
ments from England for at least 12 months?—I think 
so. 


petuating that state of things?—Intensifying and 
perpetuating it. 

7291. (Mr. Campbell.) With regard to the fall in 
silver since the closing of the mints, do you attribute 
the whole of that fall to the closing of the mints ?—A 
great part of it. I would not say the whole of it. 

7292. Are there not at least two other very im¬ 
portant factors since the closing of the mints which 
would affect the fall of the price of silver; first, there 
was the repeal of the Sherman Act ?—Yes. 

7293. And secondly the abandonment of a silver 
standard by Japan ?—Yes. 

7294. I suppose you would admit that both these 
factors have a very important effect on the price of 
silver ?—Certainly, but the repeal of the Sherman 
Act had cast its shadow before. It was already 
anticipated at the time. 

7295. But if the mints had not been closed is it 
possible that there might not. have been some modifi¬ 
cation instead of a total repeal ?—It is possible, yes. 

7296. So that the situation is not exactly the same 
to-dav as it was at the time the mints were closed ? 
—No'. 

7297. There are those two other elements in the 
question now. Do you think it possible that there 
might not !>e other disturbing causes of the same kind 
in the future ?—All the influences that would make 
silver go up seem to have disappeared with the single 
exception of the possibility of the re-opening of the 
Indian Mints. 

7298. But if some other silver standard country 
were to abandon the silver standard and try to get on 
to gold, that would give another blow to silver would 
it not ?—I do not know what silver standard country 
is left now. 

7299. There is the Straits Settlements, there is 
China, there is Mexico, there is Spain ?—Take Japan 
for instance. It seems most probable that their 
scheme will fail and that they will have to return to a 
silver standard. Austria has got a lot of gold with 
the idea of establishing a gold standard, but she has 
not yet ventured to do so. Italy borrowed a large sum 
of money in order to return to a gold standard, and that 
has been obliged to be abandoned. It seems that no 
poor country can maintain its gold standard. It must 
be a rich country like France or England or America, 
or a country that keeps heavy tariffs, that is onabled 
to retain its gold. If you were to make India a 
protectionist country I believe she would be able to 
retain her gold, but not otherwise. 

7300. Not if she could command the gold over and 
above the ordinary indebtedness ?—I believe it Would 
slip away from her. 

7301. Why ?—Because I think it would be hoarded, 
as I explained before. 

7302. Do you not think that the mere announce¬ 
ment of the reopening of the mints, even with the 
qualification that you alluded to, would have the effect 
of giving a very great shock to trade ?—I think it 
must give a certain amount of shock to trade, but I am 
afraid if you make a false step, and fall over a precipice, 
you cannot expect to find yourselves on your legs 
again without some difficulty and trouble. There is no 
doubt the closing of the mints is a step that is very 
difficult to retrace, but there are means of doing it, and 
I think the only thin^ that will restore prosperity is 
the reopening of the mints, 


7307. That would represent about seven crores of 
rupees . Take 300 working days in the year at the 
mint, at two lakhs a day, it would be six crores. 

7308. Six crores of silver, the, present price of 
which is 70 rupees per hundred tolas, would mint 
into more than nine crores of standard coin, would it 
not ?—Yes, but I would take it that six crores of 
rupees should be minted. 

7309. Two lakhs coined every day?—Two lakhs 
of com would be produced at the mint each day. Of 
course that is merely a suggestion, subject to' modi¬ 
fication. 

7310. That would give an enormous profit to the 
holder of bar silver in India at the present moment ? 
—Yes. 

7311. Silver would cost, say, 70 rupees, and would 
realise about 106 ?—A portion of that has, of course 
cost more. 

7312. And a portion has cost le3s. The present 
price is about 70. But do you not think that the 
pouring out of that six crores in the course of the 
year, in addition to council bills and other moneys 
that are let loose in India in the course of the year 
would have a very important effect on the money 
market?—Undoubtedly; and I think ap advantageous 
ettect on the money market. 

7313. And would it not tend to have an important 
effect on exchange ?—Undoubtedly exchange would 
go lower, and I think silver would go higher, and 
the object I would have in view would be to. bring 
silver and exchange together, and then things would 
go smoothly. 

7314. As regards silver going higher, Japan has 
been mentioned. Are you aware that, so long as there 
are any yens procurable in Japan, the value of the 
rupee could not rise much above 11 d., because it 
would pay to export the yen to India, and bring gold 
out from London to pay for it ?—That is to say, so 
long as the yen are going, but I think the question of 
the yen is a matter of very small importance, and I 
believe myself that Japan will have to go back to a 
silver standard; she will not be able to keep her gold. 

7315. You said just now that for coinage purposes 
India is practically the only taker of silver ?—She is 
the principal taker of silver. Of course there are one 
or two others. 

7316. Then there is the British dollar, which is now 
coined for use in the Straits ?—Yes, and there is the 
subsidiary coinage of various countries. 

7317. And China, although she does not coin it 

takes silver very largely ?—Yes. ' 

7318. Now, going to the Government’s proposals 
you say you see no sign at present of redundant 
currency in India ?—Certainly pot. 

7319. On the contrary, the currency, you believe 

is contracted ?—Yes. * 

7320. You know the Government say that they 
only consider currency redundant at the rate of 
Is. 4 d. ?—Yes. 

7321. And then propose to remove that redundancy 
by melting down a certain number of crores of rupees ? 

7322. Do you consider it a right thing in the 
interests of Indian trade for the Government to adopt 
an arbitrary rate of exchange, and proceed to force 
that rate upon the market by melting down currency ? 
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—I entirely disapprove of it. I disapprove of all 
interference by Government with the currency. 

7323, I think you said that any attempt to enforce 
too high a rate of exchange would have a prejudicial 
effect on trade ?—Yes. 

7324. And would curtail the trade balances in 
India’s favour required to adjust her foreign indebted¬ 
ness ?—Yes. As far as I know the balance of trad e 
has already diminished, and would tend to diminish. 

7326. If that trade balance is diminished to any 
large extent, would that necessitate sterling bor¬ 
rowing again ?—Undoubtedly, if the trade balance 
disappeared, the Secretary of State would be unable 
to sell his council bills, and would have to borrow in 
London. 

7326. And of course that would add to the 
difficulty in the future ?—Yes. 

7327. It would increase the annual amount of sterling 
indebtedness still further ?—Yes. 

7328. (Mr. Le Mar chant.) If you were to approach 
open mints by some such system as you were mentioning 
—a coinage of so many lakhs a day—what effect do 
you think that would have on trade ? Would not the 
exporter naturally hold back as long as he could for 
the lower exchange, and the importer rather press 
forward?—No, I think not. I think it would give 
a stimulus to business. 

7329. You think a gradual fall of exchange would 
stimulate it ?—A gradual fall in the purchasing 
power of the standard has always the effect of being 
an advantage to industry as against capital. When 
the standard of value falls, industry gains—the money¬ 
lender loses. In India, for instance, nearly all the’ 
agriculturists are indebted to the money-lenders. By 
artificially raising the value of the rupee, you un¬ 
questionably increase the debt of the agriculturist to 
the money-lenders. I think it is admitted on all 
hands that a decreased purchasing power of the 
standard, such as was caused in England in the forties 
by gold from California and Australia, gives a stimulus, 
and that is what we want in India. We want to 
stimulate it in order to provide for the three millions 
of population which come every year. 

7330. Do you think that would stimulate it in the 
way of introduction of capital ?—I am sure it would. 

7331. In spite of the probable lower rate of 
exchange at which that capital might be eventually 
brought back? — Yes, I should like to say this 
on that point. Where a capitalist in India can get, 
say, 5 per cent, more for his money than he can 
in England, there is a strong inducement for him 
to send his money out to India. At present he 
is afraid of losing a large portion of his capital in 
getting his money home again. If, on the contrary, 
the mints were opened and silver was allowed to find 
its natural value, the capitalist would be able to form 
an idea for himself of the possible fall of exchange, 
and he would probably come to the conclusion that 
the fall of exchange, naturally taking place year by 
year, would be something like 1 per cent. Now, if he 
is going to get 5 per cent, more for his money he will 
not mind losing 1 per cent.; that is assuming that 
silver is allowed to find its natural level. He would 
calculate it in this way. He would say there is 8IX) 
millions of silver coin in the world (I put that figure as 
nn illustration, merely), we produce eight millions of 
silver every year more than we require for the present 
condition of things. The proportion between eight 
millions, the surplus production, and the 800 millions 
which is in circulation, is 1 per cent. The capitalist 
would naturally say we may expect that silver will go 
down about 1 per cent, per annum while this condition 
lasts, but that fall of 1 per cent, is not sufficient to 
prevent money going to India. 

7332. You think the subscription of railway capital 
was easily obtained when the mints were open ?—I 
think so. You see the owner of actual property in 
India does not either gain or lose by a change in the 
standard of value. If you have got a jute mill ora 
tea garden, and the rupee goes down, it means that 


your jute mill or tea garden is worth so many more 
rupees than it was before. 

7333. Ad you think that that applies to railways 
and other p oductive works ?—Undoubtedly it does. 

733-1. And that as a matter of fact sterling is 
attracted to silver-using countries?—T think so. 

7335. Supposing that wages and taxes were ad¬ 
justed in the way you were describing (you men¬ 
tioned that you contemplated that taxes might be. 
gradually raised), do you think in the long run there 
would he any advantage ? Would it not be the case 
that the taxpayer would be paying in increased taxes 
the larger amount of rupees that he was getting 
from higher prices ?—When the adjustment takes 
place I do not think it would affect the position of 
anybody. The only thing is that in the course of 
adjustment there is no doubt that capital would be 
attracted to India. 

7336. You think there would be no friction owing 
to this interference by Government ?—I think the inter¬ 
ference of Government with the currency is resented 
far more than any necessary readjustment of taxation. 
The interference of the Government with the currency 
is deeply resented as being an absolutely improper 
exercise of the functions of Government. 

7337. Were you not mentioning that the price of 
wages had shown a tendency to rise ?—Yes. 

7338. So far as that goes, would there be any 
indication to the native or to the wage receiver 
that currency had been interfered with ? If he is 
already getting more, both in wages and prices, would 
lie draw any inference about currency ?—I think there 
is a general feeling on the part of agriculturists in 
India that they would be doing a great deal better 
but for the closing of the mints—that profits would 
be much greater; that is the view' of not only the 
European indigo and tea planter, but the natives all 
round. 

7339. How has high exchange recently borne upon 
exports; have exports decreased ? Take jute and 
jute manufactures, for instance ?—The leading factor, 
of course, is the season—whether there is rain or 
something of that kind. I think the internal trade 
of the country is seriously interfered with, and the 
internal trade of the country is quite as important 
a thing to consider as imports and exports. The 
internal trade has been interfered with very much by 
the stringency of money. 

7340. Have you any figures to prove the inter¬ 
ference with the internal trade of the country ?—No, 
I have not provided myself with the figures, because 
I believed that you had at your disposal figures pre¬ 
pared by others much better able to prepare them 
than I am. 

73-11. With regard to the jute exports within the 
last year, they have not shown any ill effects, have 
they ?—The jute crop last year was by far the 
largest on record, and no doubt the shipments have 
hcen larger than before, but that depends upon a 
most favourable season. The consumption of jute 
has also been extending in a marvellous manner. The 
consumption of jute is about 20 times what it was 
when I first went out to India. It is an article the 
use of which is growing marvellously fast. 

7342. So far as that goes, would not that show that 
the recently ruling rates of oxchange did not check 
trade ?—But jute is a monopoly; there is practically 
no other country that produces jute. 

7343. So you consider, with regard to other crops 
as well as jute, there were some circumstances apart 
from exchange which were of importance ?— Un¬ 
doubtedly there are many factors in the question, and 
the most important of them is the season. 

7344. And capital ?—Capital does not so much 
affect the produce of the soil as it affects industries 
like tea-planting, indigo-planting, cotton mills, jute 
mills, and those things. 

7345. On the other hand, does not capital bear on 
the question of the stringency in the money market— 
discounting bills, and so on ?—-Very much so. 
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7346. That bears on exports, does it not, through 
its relation with the movement of crops?—Yes. 

7347. {Chairman.) You said that in your judgment 
the closing of the mint had had an injurious effect on 
the trade of India ?—Yes. 

7348. The evidence that we have received, both 
statistically and otherwise, is directly to the contrary; 
that neither the internal nor the external trade of 
India has been injuriously affected by the closing of 
the mints. Therefore I wish to give you the oppor¬ 
tunity, if you wish either now or hereafter to strengthen 
your opinion ?—I have said that it has caused stringency 
of money ; I have said, and I do not think that anyone 
can dispute it, that stringency of money interferes 


with all industries, and I am perfectly satisfied that all 
industries would have been more prosperous, but for 
the stringency of money. Another reason I have 
given is with regard to the money-lenders, I say the 
money-lenders are gaining by this artificial raising of 
the value of the rupee, and gaining at the expense 
of the poor who have borrowed from them. 

7349. I am content to leave it as you have put it. 
Then have you any evidence as to the general discon¬ 
tent which you say prevails among the agricultural 
and other classes in India, with reference to the closing 
of the mints ?—No, except that when I am in my 
office in Calcutta 1 hear constant grumblings from all 
sides about prices falling in consequence of the high 
exchange. 


The witness withdrew. 


Mr. Granville Lowther Acworth called and examined. 


7350. {Chairman). You were formerly chairman 
of the United Planters’ Association of South India ? 
—Yes. 

7351. Do you now reside in India or London?— 
For the moment I am residing in England. 

7352. But you will be going back? —I had not 
intended to go back but I shall now be compelled to 
g°* 

7353. How many years’ experience have you of 
India?—21 years next October. 

7354. The Planters’ Association, I suppose, would 
represent the planters of tea and coffee ?—Yea. 

7355. Indigo ?—No. 

7356. Anything else ?—Tea, coffee, and cinchona. 

7357. You feel that you are not only competent 
but authorised to represent that trade ?—I am author¬ 
ised to represent my association. 

7358. What in your opinion was the effect of the 
closure of the mints in 1893 upon the trades that you 
are specially representing?—Well it stopped exten¬ 
sion. 

7359. It arrested progress ?—- Certainly it arrested 
progress. I know that from my own estates. I am 
one of the largest raisers of tea-seed in South India. 
I used to be able to fill my order book a year in 
advance. At this time last year ray order book was 
completed for 1898. This year I have been trying 
ever since the beginning of the year to get orders for 
1899, and I have not been able to book a single order, 
not one. 

7360. Do you think that that at all arises from 
any excess of production ?—No, I do not. 

7361. Then the production of 1897 would be about 
the same as 1896 and 1895 ?—No, I am sure it was 
not. 

7362. You mean there has been no extraordinary 
increase of production ? — No, the increase in the 
production of tea of late years has been gradual, but 
steady. 

7363. Does that apply also to coffee and cinchona ? 
—Coffee and cinchona are on rather a different 
footing to tea in South India. Cinchona was so 
largely produced some years ago that it hardly pays 
now, and long before the closing of the mints there 
was a great decrease in the exportation of cinchona. 
Coffee, on the other hand, will only grow in very 
favourable situations, and I do not suppose that in 
Southern India you could find a further 2,000 acres 
suitable for coffee. 

7364. That has been a state of things that has 
existed for some years ?—Many yearB. 

7365. You would not connect that with the closing 
of the mints ?—No, though I consider that the coffee 
planter is hit just as much as the tea planter. 

7366. We have heard it stated for many years 
past that the consumption of coffee in this country 
is decreasing ?— T believe that is so. 

7367. That will also have an effect in arresting the 
progress of the coffee trade ? — Hardly, because it 
increases in other countries. 


7368. Have you auy other injurious effect excepting 
the arrest of progress that you can point to?—Yes, 
your income is considerably curtailed. 

7369. But arresting progress is one thing, retro¬ 
gression is another. Has it diminished production ?_ 

When you have a large capital invested in a thing 
like an estate in India you cannot shift your capital 
away. It takes you many years to bring an estate 
into bearing. You have to build large buildings and 
fill them with expensive machinery. You are com¬ 
pelled to go on. So that for the present there would 
certainly not be a diminution in production, but I know 
that expenses are being cut down, and only two mail* 
ago I heard from my agent in Ceylon that in May 
150 superintendents were dismissed owing to lack of 
means to pay their salaries. I will read you the 
letter if you wish it. It is dated 4th June 1898. 
Mr. R. W. Cole, my agent, says: “ You know, no 
“ doubt, what a terrible panic exists in Ceylon at the 
“ present time owing to bad prices and that cruel 
“ exchange. The coffee smash was nothing to 
“ what the smash impending in the tea trade is 
“ now. The owners of tea properties are panic* 
“ stricken, nearly every place being worked at a loss, 
“ or only just paying its way without any profit. To 
“ men whose capital is locked up in tea, and who are 

dependent on their profits therefrom, it means 
“ absolute ruin, as it Goes also to superintendents and 

assistants whom proprietors cannot afford to keep 

on. One hundred and fifty were dismissed from 
‘‘ estates in Ceylon in April for no other reason than 
“ that the companies could not afford to retain their 
“ services, and I know of a case of a visiting agent 
“ who after a fortnight’s visit to up-country proper- 
“ ties he represented, returned to Colombo at the 
“ expiry of that time after having given a month’s 
“ notice to 27 superintendents for the same cause.” 

7370. Do you think that is attributable in the main 
to the iise in exchange ?—I think, entirely. 

7371. Have you any experience of Northern India ? 
—No, none whatever. 

7372. Where is the largest quantity of tea grown in 
India, in the north or in the south ?—Do you include 
Ceylon with South India ? 

7373. No, I do not?—Then in the north. 

7374. You represent the Planters’ Association for 
India ; we are to have separate witnesses from Ceylon ? 
—But our interests are so intimately bound up with 
CeyloD, Ceylon drawing all its labour nearly from us, 
that it is impossible to separate the two; 

7375. So far as India is concerned the larger pro¬ 
portion of tea is grown in the north ?—In the north. 

7376. I understand that so far as South India is 
concerned it is a question of tea mainly ?—Tea 
mainly, so far as my evidence is concerned. 

7377. Coffee is not really applicable, and you do 
not represent indigo ?—No, it is tea mainly; but at 
the same time it must not be forgotten that coffee and 
cinchona are equally affected, and I am supposed to 
represent those industries. 
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7378. Anything that you would like to say about 
them we shall be pleased to hear, but your evidence 
wotdd be directed to the tea question mainly ?—Yes. 

7379. Now, first'of all, have the prices of tea 
fallen ?—Do you mean momentarily ? 

7380. I mean gold prices in London?—Do you 
mean momentarily or for a series of years ? 

7381. I mean since the mints were closed ?—Yes, 
I think they have. 

7382. I want to know whether prices have been 
failing or rising ?—The mints were closed in 1892-93. 
The market has fallen about 2 \d. per pound since 
then. 

7383. That is the gold price in London ?—The 
gold price in London. 

7384. What was your price in London in 1891 ?— 
10J. 

7385. And now what is it ?—7 d. 

7386. How would the ’ gold price iu London be 
affected by the closing of, the mints ?—We have to 
accept a cheaper price on account of our competition 
with China. 

. 7387. It is a question of competition ?—A question 
of competition. 

,7388. If there was no. competion it would have no 
effect whatever ?—Yes, it would. 

7389. What?—It would have au effect on our 
purchases of silver. We work on a silver basis in 
India. We receive gold for our prices, and we have 
to buy silver, and send it out to India. 

7390. I will come to that presently, but I want to 
proceed step by step. So far as the price of tea in 
the market in London is concerned, it is, of course, 
totally irrespective of whether the article comes from 
India, or from China, or elsewhere. The gold price of 
tea in London would not be affected by the closing of 
the mints in India ?—No, it would not. 

7391. I am not saying that your profits or losses 
wduld not be affected, nor am I intending for a 
moment to imply that your expenses might not in¬ 
crease or decrease, but so far as regards the gold price 
in London, it is not affected by the closing of the 
mints?—It is entirely, I should say, a question of 
supply and demand. 

7392. I suppose the price in London represents 
practically the price in the world generally ?—Yes, I 
should imagine so. 

7393. I was going to ask you whether there is any 
difference in America ?—That I could not tell you. 
If you are going to allow us to bring in the argument 
of competition with China, then that does come in. 

7394. Yes?—There is a difference, because wo have 
to compete with China in America, and we have to 
accept much lower prices. 

7395. You did have to compete with China in 
England ?—We did. 

7396. And as tea could be produced more cheaply 
in India than in China you have beaten them ?—We 
have beaten them. We have produced a better article, 
and it has hit the taste of the public. The reason is 
that, in spite of the price, Indian tea is a cheaper 
article per pound than China tea. You get very nearly 
double out of a pound of Indian tea, so that it is 
cheaper to pay 7 d. for Indian tea than 5 d. for China 
tea. 

7397. Then the gold price being outside the 
question altogether, is it to your advantage or dis¬ 
advantage that the current price which you receive 
in London should produce more or less rupees in 
India ?-—That it should produce more. 

7398. Why ?—Because we pay our labour in 
silver. 

7399. Do you pay anything else but labour in 
silver. I suppose whatever machinery you use is 
biported from England ?—Yes. There is nothing 
more but labour, but that is, I suppose, 90 per cent, 
of otlT whole expenditure. 

7400. f)f your expenditure on production, nine 
tenths ot it would be labour ?—Yes. 


7401. And, therefore, while you might gain on one- 
tenth by a fall ini exchange you lose on nme-tetiths by 
a rise in exchange?—Yes. 

7402. Have your wages been stationary, or have they 
increased or decreased ?—You might almost say that 
they have been stationary. They have increased very 
slightly. 

7403. Now will you explain to the Committee 
what you alluded to just now as the bullion com¬ 
petition with China, and the effect upon the tea 
trade of that—first in our market, and then in the 
American market ?—I can put it to you here in 
figures. We will say that “A” ships from India 
100,000 lbs. of tea, and receives in London 7d. per 
lb.; he remits the proceeds to India - at 1*. 4 d. the 
rupee. He receives for that 43,750 rupees. 

7404. In India at Is. 46?.?—In India at 1*. 4rf. 
“ B ” ships from China 100,000 lbs. of tea at Id. per lb. 
Heremits the proceeds to China at 1«. 11| rtf. per dollar, 
which is the present price of exchange on China, for 
which he receives 30,270 dollars. 30,270 dollars are 
equivalent to 60,540 rupees. Therefore China has 
the advantage over India in every 100,000 lbs. of tea 
of 16,790 rupees; or, to put it in other words, in 
every pound of tea she receives a bonus of one anna 
eight pies per lb. 

7405. Now, are wages the same in China as they 
are in India ?—That I cannot tell you. 

7406. Do you think the cost of production is more 
or less in China than in India ?—I should imagine 
much less in China; of course I have no real 
knowledge. 

7407. But your opinion would be that it would bo 
less, and I suppose that would be the opinion ef 
most people ?—Yes, but I would draw your attention 
to this. China has an advantage of one anna eight 
pies per lb. He is a very very fortunate planter in 
India, who makes a profit of 1 anna 8 pies per lb. on 
his tea. 

7408. That being the effect of what wo call the 
bullion competition, will you tell u3 how it has 
affected the imports from China and India into 
America ?—I have not the figures for that, but I can 
get them. 

7409. Then will you put them into your evidence 
when you correct your proof ?—If they are to be had 
iu the City I will get them. I may say that, if our 
exports to America are increasing, they are probably 
increasing through our own action there. I mean to 
say, we tea planters, have for many years past taxed 
ourselves voluntarily, and kept a representative in 
America to push our produce. We had no field in 
America before we took that action. I do not suppose 
there was 100,000 lbs. of Indian tea drunk throughout 
America, and last year we had increased our exports 
to 10 million lbs. But it was entirely by our own 
exertions, because at the first many of the large 
dealers in America absolutely refused to store our tea 
in their warehouses. 

7410 I suppose your increased sales in America 
sprang from the same causes as did your suc¬ 
cesses in competition with China in this country_ 

that you gave a better article ?—But we had to give 
it away at first. When you take our increased 
exports into America it must be remembered that that 
is done by our own efforts, and that it is not likely 
that we shall be able to go on doing it. '' 

7411. Why not? You have an enormous market 
there in America ?—Yes, but we shall soon be making 
no profit, and cannot afford to tax ourselves. 

7412. (Sir F. Mowatt.) That does not mean that 

you are making no profit now ?— We are making a 
bare profit. *' 

7413. You are not continuing to give it away ? 

—No. J ' 

7414. (Chairman.) Do you pay your wages in money 
or in kind ?—In money. 

7415. Altogether ?—Altogether. 

7416. The mints now being closed, what do you 
think is the best course to take ? ' Are you in favoilr 
of reopening the mints?—Of course I am not a 
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currency expert, and I do not pretend to know what 
the effect of reopening the mints would be, but I cer¬ 
tainly think it would be for the benefit of the empire 
to reopen the mints. It should never be forgotton 
that the Indian Empire is a producing empire, and 
that it is not merely the Government remittances that 
have to be considered, but the 250,000,000 labourers 
behind them. 

7417. I think you have already said that “India is 
“ essentially a producing and exporting country, and 
“ it is by her exports that she must live and thrive. 
“ Tea, coffee, cotton, jute, cinchona, wheat, pepper, 
“ hides, and seeds are some of her most important 
“ products, and all these come into competition with 
“ such countries as China, Japan, Brazil, and the 
“ Central States of America, where the standard is 
“ either a silver one, or practically a silver one, as in 
“ the case of Japan and Brazil ?”—Yes. 

7418. Japan is on a gold system ?—=Yes, but it is 
fixed at a very low ratio, and it is a question whether 
Japan will be able to keep her gold—in fact it was 
told me in the City the other day that the Japanese 
have petitioned their Government for a bounty on the 
exports, owing to the introduction of gold. 

7419. Do you think that the decline in the value of 
the rupee has fallen heavily on the consumers of 
imported goods ?—No, I do not. 

7420. Why ?—Because almost all imported goods 
are now produced a great deal more cheaply than they 
were 20 years ago. They have really been produced 
in a cheaper ratio than the fall of the rupee has been. 

7421. Is that so to-day, in 1897-98?—I think so. 
I think, if you will turn to the Review of the Trade of 
India for 1890-97, and look at the range of prices in 
1875 and 1892, when the rupee was at its lowest 
point, you will see that to be so. Take grey 
shirtings, for instance. Taking the numeral 100 as 
representing the value of grey shirtings, in March 
1875 it was 86; in March 1892 it was 74. Then 
mule twist, in March 1875, was 92, and in 1892 it 
was 64. Turkey red twist, in March 1875, was 102, 
and in March 1892 it was 57. Iron, in March 1875, 
was 93, and in March 1892 it was 64. 

7422. Now assuming that imports are cheaper, 
would they not be still cheaper if exchange did not 
apply ?—I do not think so. If you will turn to the 
same table you will find that, for instance, iron in 
March 1892 was 64, and in July 1897 it was 114. 

7423. Per ton ?—I conclude it is per ton. 

7424. What description of iron ?—“ Iron—flat, 
bolt,” &c. 

7425. There has been a fall in the price of steel 
rails?—Yes. Copper sheeting was 72 in 1892, and 
in 1897 it was 93. Then turkey red, in March 
1892, was 57, and in July 1897, with a higher 
exchange, it was 32. 

7426. You do not think that the actual amount of 
wages has varied much ?—No, they have a little, but 
not much. 

7427. Has the purchasing power of the rupee 
varied ?—No ; not for such goods as our coolies use. 
It depends entirely on seasons. If there has been a 

ood season, such articles as they consume are cheap, 
f it is a bad season they are dear. 

7428. Assuming there has been no rise in wages, 
which represent -^ths of the cost of your production, 
the larger number of rupees that you receive in ex¬ 
change for your gold price is so much additional 
profit ?—So much additional profit, or perhaps to put 
it in another way, it saves us from any loss. 

7429. Have you at all considered what would be 
the effect on the finances of India of open mints and 
a fall in exchauge ?—I have considered it of course 
from the point of view of what I may call an outsider. 
As I say, I do not profess to be an expert in the 
currency question. 

7430. This is not a currency question : it is an 
administrative question ?—I suppose the rupee would 
fell, and that perhaps, temporarily, it might create a 
certain amount of difficulty, but it would only be 
temporary, and I believe the Government of India is 


very well able fo meet its obligations It always has 
done so, and the other. day, Lord George Hamilton 
stated in the . House that no country except the 
United Kingdom could show such a record in its 
finances for the past 20 years. 

7431. That is not with the rupee at 19(7. ?—But it 
had gone to 1#. Id. in that time. 

7432. May I take it that in your judgment the tea 
producers in South India, where you hays personal 
knowledge, and certainly in Ceylon, where von say 
the considerations are the same, would be handicapped 
in competing with silver countries by keeping the 
exchange at Is. 4 d. ?—Undoubtedly. 

7433. And the other effect also upon your trade 
would be that it would practically amount to Bueh an 
additional burden in the cost of your production that 
it would deprive you of any gain ?—I think so 
certainly. 

7434. Is there anything else that you wish to say 
in addition to that ?—I do not think I have anything 
more to say on that subject, but I should like if I 
may, as I have been asked to represent that industry, 
to turn to the subject of the gold production in 
Mysore. 

7435. That is increasing rapidly, is it not ?-—It is 
rapidly increasing, but it is also very heavily taxed. 

7436. The gold is?—Yes, by the artificial.Tate of 
the rnpee. Gold is almost as good an instance as one 
can take. The price of gold may be reckoned as 
37. 17s. 6 d. the ounce, and that price is steady: it has 
not varied, I think, ever since England introduced a 
gold standard. 

7437. In Mysore ?—Mysore has followed the price 
all over the world. Sir John Taylor and Sons, who 
are the head practically of the gold mine industry in 
Mysore, write to Mr. Hodgson, who passed the letter on 
to me, “ The expenditure at the Kolar Mines affected 
“ by exchange amounts to about Rs. 633,000 per 
“ month, or Rs. 7,596,000 per annum, therefore^ every 
“ penny that is added to the price of the rupee 
“ increases (he expenditure by 2,6377.10#. per month, 
“ or 31,6507. per annum.” 

. 7438. During the greater portion of the period that 
the Mysore mines have been open has not the exchange 
been much higher than Is. 4d. ?—Before the closing 
of the mints Jt did not affect them, because they 
were working on an equal level with other countries, 
They were all on a par. 

7439. Are they not paying higher dividends tbi* 
year ?—That may be due to more production. 

7440. But that tempers the east wind to the shorn 
lamb ?—It may temper. the east wind to the shorn 
lamb, but still they have this loss of 250,0007. If 
they had their mines anywhere else they would be 
250,0007. a year richer than they are now. 

7441. Is there any other remark that you would like 
to make ?—I think not. 

7442. (Mr. Campbell .) You think the rupee was 
fixed too high at 1#. 4 d. ?—I think it was a mistake to 
fix it at all. 

7443. You think it is too high at 1#. 4(7., would, you 
think it too high‘at 1#. 3(7. or 1#. 2(7.?—I think it 
a mistake to fix it in any way. 

7444. That is to say you would not have a gold 
standard at all ?—I would not have a gold standard. 
I think it is unsuitable for India. 

7445. If you have a gold standard you must fix it ? 
—Yes. 

7446. The tea industry was very prosperous some 
years ago when exchange was in the neighbour¬ 
hood of Is. 2d. ?—Yes, before the closing of the 
mints, 

7447. Before the closing of the mints exchange 
never fell to Is. 2d. I am speaking of 1894-95 ?— 
Yes that is so. 

7448. The tea industry was a very prosperous one 
then, was it not ? —Yes, it was. 

7449. And if exchange instead of being fixed at 
Is, 4(7. had kept at about that neighbourhood, is 
there, reason to suppose that it would.aot harve been as 
prosperous now ?—I think it would not he prosperous. 

M m 4 


Mr. G. L. 
Actvorih, 

19 July 1898. 



Ur. G. L. 
Acworth. 

1* July 1898. 


280 INDIAN CURRENCY COMMITTEE : 


7450. For what reason ?—I think if you are going 
to fix it at 1*. 2d. when its true value is lOrf. you still 
handicap the Indian producer in his competition with 
other countries. Of course it takes time to feel the 
effects of a measure like the closing of the mints. In 
1894-95 we had not begun to feel it, it is only 
recently that wo have done so. 

7451. You would object to anything but the silver 
value of the rupee ?—I should object to anything but 
that. 

7452. The production of tea has been increasing a 
good deal during late years has it not ?—It depends on 
what you call during late years. If you take the last 
three years the output has not been increasing 
much. 

7453. And consumption, I think, has increased ?— 
No, consumption I think is pretty nearly steady now— 
there is not much more room in the United Kingdom. 

7454. So that you do not hope for any increase in 
prices owing to the increased consumption ?—I do not 
think there is any chance of that. Of course in a bad 
season there may be a temporary falling off in crops 
which may conduce to a slightly higher rate, but I do 
not think there is any chance of a permanent rise. 

7455. Not even if the curtailed production which 
you spoke of is continued ?—I do not think so. 

7456. You say you have driven Chinese tea partly 
out of the English market?—Yes. 

7457. But you have not done that in America?— 
We have hardly displaced it at all. 

7458. And in Australia ?—In Australia we have 
practically driven China out of the market, but we did 
that long ago. 

7459. Do you know if China is making any effort to 
regain her hold of the English market ?—Well, that 
she is making efforts to regain her hold on the English 
market I cannot say, but I know that China is making 
every possible effort to improve her tea, and I presume 
that that means she will push it into the English 
market when she has improved it. 

7460. You mean by improved cultivation -? 

—Improved cultivation and improved manufacture. 

7461. Have yon seen any indication of European 
enterprise being associated with it?—Only from what 
I have heard. There is the Foochow Tea Improve¬ 
ment Company, whose prospectus you could no doubt 
get in the city, which has been started for the purpose 
of improving the cultivation and manufacture of 
China tea, and that is a body of British merchants. 

7462. If that were introduced on any large scale, 
and tea production on the lines followed in India and 
Ceylon were introduced into China, China would 
become a formidable competitor ?—Yes, I think she 
could rush us out of our market. 

7463. Especially with the handicap of exchange ? 
—I mean with the handicap of exchange. 

7464. Labour is very cheap in China ?—Yes. I 
said just now to Sir Henry Fowler that I had had 
no experience, but I do know as a fact that labour is 
cheaper in China than in India. 

7465. {Chairman.) Just to get this figure right, 
the export of tea both from China and Ceylon 
and from India is rapidly increasing; it increased 
last year ?—The figures for India last year were 
148,258,000 lbs. against 148,217,000 lbs. That is a 
difference of 35,000 lbs. 

7466. In the returns that we have it is put at 
153,000,000 last year from India ?—I got this from 
a large broker in the city. Every circular that is 
issued by one of the largest firms of tea-brokers 
in the city, Messrs. Gow, Wilson, and Staunton, 
points to the fact that there is not room for more tea 
in England. I got that from Messrs. Gow, Wilson, 
and Staunton. 

7467. The better test after all is the revenue, there 
is no doubt about that. Now in 1895 the revenue 
from tea was 3,587,000/. In 1896 it was 3,746,000/., 
in 1897, 3,799,372/. Last year there was an increase 
again ?—Yes. 

7468. You say there is no room for expansion of the 
trade ?—I do not think there is any room for the 


expansion of the trade compared to the expansion, say, 
from 1888 to 1892. 

7469. I just wanted to call your attention to the 
fact that there is an enormously rapid increase of the 
duty received at the rate ofl</. in the lb. ?—No doubt 
you are right, but this has been done at a great 
sacrifice to the producer, who cannot afford a further 
fall. 

7470. {Mr. Le Marchant.) You were speaking of 
expansion in the years 1888 to 1892. That would 
have some effect on the market, that is to say, your 
supplies have been materially increased ?—They have 
been, but up to quite recently they were being 
increased with the object of driving China tea out. 

7471. And succeeded?—And succeeded, but at a 
great sacrifice of price. 

7472. That takes place in other industries ?— 
Undoubtedly. 

7473. It is a form of competition ?—Undoubtedly 

7474. There has been an increase of cultivation in 
Ceylon ?—Yes, and in India. 

7445. But not to the same extent in India ?— 
Hardly to the same extent in India, I imagine, the 
reason being that Ceylon had to make up her leeway. 
She was interested in coffee and cinchona, and owing 
to the disease in the coffee they had to get rid of it 
and to find something to take its place. They had 
their capital in the soil. They could not remove it 
from the island, and they had to replace coffee, which 
they did by planting tea. 

7476. And with a good deal of profit in some 
years ?—Undoubtedly, nobody works without. 

7477. Now, with regard to wages in South India, 
have they been increasing in recent years ?—Very, 
very slightly so. There has been a slight increase of 
wages since I first went to India—a very slight 
increase. 

7478. You were alluding to the prices of the 
articles the ryot had to buy. I will exclude the 
famine year, because that was exceptional, but, taking 
the period before and after that time, would you say 
that prices have remained the same ?—I should say so 
on the average. 

7479. You would not say that there was a general 
drift upwards ?—No, I think not. 

7480. You were speaking just now of the gold 
mines of Mysore as being placed at a disadvantage 
by the rise of Exchange. Does that apply to any¬ 
thing besides wages ? Does that apply to machinery ? 
—No, it would not apply to machinery. 

7481. Merely to wages and cost of labour ?—Merely 
to wages and cost of labour. 

7482. Is mining labour a special class by itself, or 
does its rate of wages vary with that ruling in other 
employments?—They pay rather higher, I think, in 
the gold mines than elsewhere. The work is under¬ 
ground and is not popular. 

7483. So that there is an element either of disagre- 
able work or greater skill in it which involves an extra 
price ?—Yes, and I think you will find it is the case 
with all underground labour all over the world, that it 
is rather higher paid than is the labour of the soil. 

7484. And that rate of payment may probably 
have tended to rise more in Mysore than in the tea 
provinces ?—I cannot tell you that, but I should 
imagine that they are paying much the same prices 
now as at first, perhaps a little less. At first they 
would have to pay higher prices to get the men to 
go underground at all, but as the people got accus¬ 
tomed to going underground they would have been 
able to decrease their scale. 

7485. Would the wages be higher now than when 
they were first developing that field ?—I do not suppose 
it is higher, but some few years ago they were workiug 
on a level with other silver-usiug countries. Since 
the closing of the mints they have been working at s 
disadvantage. 

7486. Would you say that the majority of the gold 
mines are in silver-using countries ?—I do not know 
that there is much in Peru. Mexico is a silver-using 
country. 
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7487. But would you not say that the Cape and 
Australia and America were three of the chief gold- 
producing countries ?—It may be so, but I do not 
think that will alter the fact that the Indian gold 
mines are paying more than they ought to pay, using 
the artificial rupee. Why should they be taxed at that 
amount ? It is a direct tax on their produce. 

7488. But are Indian gold mines at a special dis¬ 
advantage as compared with other gold mines ?— 
Competition of course really does not much matter, 
because it is a commodity, the price of which never 
really varies. You may say that that can always be 
produced at a profit so far as we have seen at present, 
but that does not alter the fact that the Indian gold 
mines are being fined 250, 0001. a year. 

7489. As compared with what the cost of labour 
would be if India were on a silver basis ?—Yes. 

7490. Assuming that nothing else varied ?—I am 
speaking of silver at 26d. an ounce. 

7491. And that wages did not rise?—Yes, and 
there is no reason to suppose they would. 

7492. {Chairman.) Your argument does not apply 
to countries which are not silver-using countries ?— 
No. I bring forward gold as a case, because what 
happens in gold happens in every other product in 
India, and when you show that on a small field like 
the Mysore field there is a tax of 250,000/., what 
must be the tax on the whole productions of India, 
because the argument as applied to gold applies to 
every other product in the country, that you are paying 
a higher value for your labour than you need by 
paying it in gold ? 

7493. (Mr. Le Marchant.) And that rate of wages, 
you think, would be the same, whatever the system of 
currency might be ?—I am sure of it. I am quite 
sure that a low exchange would not alter the rate of 
labour. 

7494. Nor prices ?—I imagine not. I have seen 
the rupee fall from Is. 10</. to Is. Id., and I never 
found any material alterations in prices. 

7495. But they aro subject to variations ?—They 
are subject to good or bad seasons. 

7493. So that you feel confident that prices would 
not adjust themselves to a different level of exchange ? 
—1 am speaking of the prices that the coolie pays. I 
do not think that they would alter. 

7497. ( Chairman.) I can just give the exact 
figures of tea in the United Kingdom retained for 
home consumption. In 1891, 202,000,000 lbs. In 
1892, 207,000,000 lbs. In 1893, 208,000,000 lbs. In 
1894, 214,000,000 lbs. In 1895, 221,000,000 lbs. In 
1896, 227J million lbs. 

7498. (Mr. Holland.) The tea planter and the 
grower of produce claim to have themselves the 
advantage of this 10</. rupee. Is not that so?— 
They want to have the advantage of it. 

7499. And you have spoken of it several times as 
being the true value of the rupee ?—No, I will not say 
that, because the value of the rupee varies. I believe 
silver is 27 d. an ounce now. I imagine that would 
make the rupee worth about 10i</. 

7500. But within those limits, do you not admit 
that so far from being the true value it is an artificially 
low value ?—No, I do not admit that. 

7501. If the mints had not been closed, for instance, 
do you think the value would have been so low ?— 
You have to take other factors into consideration. 
For instance, there has been lately a demand by Spain 
for silver which has sent silver up a penny or 
three-halfpence; but if the mints had not been closed, 
I do not think we should ever have seen the rupee so 
low as it did go to. 

7502. The ground of your discontent is not so 
much that you cannot yourselves have the advantage 
of a low rate, but that your competitors in silver-using 
countries have that advantage ?—Yes. 

7503. And therefore your competition with them 
is unfair ?—Exactly. 

7504. (Sir A. Dent.) Is there much tea grown in 
South India as compared with North India ?—As 
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compared with North India, the tea industry in South 
India is very small. 

7505. Is it 25 per cent, of the tea industry of India ? 
—I should imagine it is not. 

7506. Is it 10 per cent. ?—I could not tell you 
without reference to the figures, but I should imagine 
that of the cultivation of South India, taking tea and 
coffee together, probably tea is about a quarter of 
coffee, and, as estimated by the South India Planters 
Inquiry Committee, the value of the estates in South 
India is 13,000,000/.; that is coffee and tea. So that, 
probably, tbe tea might be about a quarter of that. 
In Travancore, which is a very considerable province 
in South India, yon may say that the whole culti¬ 
vation is tea, and all through the Nilgiris. 

7507. From what ports is that shipped ?—Cochin, 
Quilon, and Calicut. 

7508. You say there are probably under 2,000 
acres left in South India for the cultivation of coffee. 
That would apply to tea, would it not ?—No, there is 
more available for tea than coffee. Perhaps I am not 
quite right in saying that there are not more than 2,000 
acres available for coffee. I ought to have qualified 
that by saying that there are other places that are not 
now available, but could be made available ; I mean 
there are no roads or railways. 

7509. As tea in South India is a comparatively 
small industry, I suppose you are speaking as much 
for Ceylon as for South India ?—I should really 
speak, too, for North India as regards that, because 
out interests aro identical. I speak for the whole 
body of tea producers. 

7510. But the planters of South India have rather 
amalgamated with the planters of Ceylon in presenting 
themselves before this Committee ?—Yes. 

7511. You told us that 127 superintendents had 
been dismissed recently, and that there was practically 
a panic in Ceylon ?—Yes. 

7512. Personally, I was rather surprised to hear 
that, because I hear a good deal about Ceylon. May 
I ask if that is mere general public opinion, or is it 
more a private note ?—It was a letter to me from my 
agent. I employ an agent, who is an old Ceylon 
planter, to get me orders for my tea seed, and it was 
he who gave me the information. He has been in 
Ceylon, I suppose, some 15 years, and I have ijo 
reason to suppose that his statement is not an accurate 
one. 

7513. When you Bay 127 superintendents were 
dismissed, it might be thought from that that 127 
estates had been abandoned ?—Not in the least. 

7514. Possibly it is only 127 assistants ?—No, I do 
know that it is even that. I remember in the old 
coffee days, when coffee was dying out right and left 
in South India, the first means of reducing the ex¬ 
penditure was to dismiss the superintendents, and the 
result, was that five or six estates would be put under 
one management. I, myself, at one time had seven 
estates. All seven were under my management, 
without any other European supervision whatever. 

7515. The prospects of Ceylon, of course, have not 
improved in the last few years, but they have not come 
to abandoning their estates yet ?—Yes, 1 believe they 
have. 

7616. You do not know that yourself?—No. 

7517. I suppose the planters of South India and 
Ceylon, with reference to China, are more afraid of 
what China is going to do than of what China has 
actually done, is not that so ?—Partially. China has 
done a good deal already. She has already compelled 
us to accept a price that we never anticipated that we 
should have to accept. 

7518. I think that is an arguable point. Then you 
also refer to the Foochow Tea Improvement Company. 
Do you know anything of its working ?—I know 
nothing of their working, but it would be easy to get 
hold of their prospectus in the city. 

7519. Have they got much beyond the prospectus 
stage ?—I understand that machinery has been ordered 
and sent out to China. I know that. 
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7520. Then, you alluded to the handicap of the 
I.?, id. exchange, as against the intrinsic value of 
silver, May I ask if you have ever studied the 
question of the copper cash in China?—No, I know 
nothing of that. 

7521. There isagreat handicap there. I have heard 
it said that a few years ago you could get 1,200 
copper cash for the dollar, but owing to the deprecia¬ 
tion in silver you now get only 800 ?—I know nothing 
of China. 

7522. ( Sir C. Crosthwaite.) I understand you to 
say that in your experience wages have been practically 
stationary in South India ?—Not absolutely, but 
practically stationary. We pay slightly higher rates 
than we did. 

7523. And you say, also, that the purchasing power 
of the rupee, sis regards the articles consumed generally 
by the labourers, had remained about the same ?— 
About the same. 

7524. That would mean, would it not, that the 
prices of food grains had remained about the same?— 
Not necessarily, because you remember that the 
estates in South India are rather inaccessible, and 
it does not pay to send the food grains out of the 
country. Tn my own district for instance, the foot of 
the hills, from which I come, is 90 miles from a 
railway, and the railway is some 150 miles from the 
seaport, so that the cost of transmission of the grain 
to the seaport is enormous, and they prefer to sell it 
in the country to shipping it. That is the reason, I 
imagine, that the food grains have remained stationary; 
that applies generally to the whole planting district of 
South India. 

7525. That evidence merely applies to a certain 
tract ?—It applies to the whole of the southern Indian 
planting districts. 

7526. What do your coolies mostly live on ?—They 
live on ragi, cholum, rice, curry stuffs, cocoa-nuts, 
and so on. 

7527. Is rice, exported from that part of South 
India to Ceylon ?—I do not think so. I could not 
say so with certainty; they may export a certain 
amount of rice from Tuticorin ; I rather doubt it, 

7528. Has not the price of rice risen ?—Only 
accordiug to the season. Rico was very high last 
year. 

7529. Over 20 years, has there not been a great 
ri.se ?—Not a great x'ise. Understand, I am speaking 
of South India, our planting district. 

7530. I understood you also to say that there has 
been no alteration of Indian prices owing to the 
variations of exchange ?—The prices of our produce, 
do you mean ? 

7531. Yes, the prices in India of produce ?—Our 
produce in South India is not sold in India. We 
send it all to England. I do not think I could have 
made that statement. 

7532. You did not make it with regard to produce 
in India generally?—With regard to tea, certainly 
not. There has been a great fall. 

7533. ( Sir 1). Barbour.) I think you said that the 
value of the tea and cinchona and coffee estates in 
South India was about 13 millions sterling ?—Yes. 

7534. Do you know how they were valued?—By 
the South India Planters’ Inquiry Committee—a Com¬ 
mittee appointed by the Viceroy to inquire into the 
grievances of the planters of South India. 

7535. What year was that ?—It was in 1896, I 
think. They took infinite pains with that inquiry. 

7536. Was that the market value at the time, or 
the cost of creating these estates ?—[ conclude it was 
the market value at the time. 

7537. You are not certain of that ?—Well, the 
method in which they arrived at their valuation was 
to send round a series of questions to every planter 
in South India, requesting him to state the value of 
his property, and the wages he paid, and the per-cen- 
ta^e he made on his capital, and so on, and return the 
questions with the answers to the Committee, and then 
they formed their own opinion on the subject. 


7538. Every man values his own property?—I 
think so—yes. 

7539. So that we may assume that he did not put 
it too low ; that would not be his interest ?—Well, I 
should imagine his interest was to tell the truth, as 
every gentleman’s is. 

7540. I do not accuse anyone of intentionally over¬ 
valuing his estate, but there is no reason to think that 
the value was put too low ?—I should think in many 
instances it was put too low. I should imagine 
decidedly so, but I should imagine what was really 
done—I certainly did it in my own case—waB to put 
the true value, and I know I could have put it at a 
higher price. 

7541. You put it at its market value ?—I put it at 
what I considered its market value. 

7542. Is your own personal industry the production 
of tea, or tea seed, or both ?—Both. 

7543. You said you thought the fall in exchange 
had not kept the rupee price higher for the person 
who used imported goods. Do you think that that 
can possibly be the case ?—I think so, and I think 
you will find the figures I have given in my statement 
are correct. 

7544. I am not challenging those figures, but would 
not the rupee prices have been higher if the exchange 
had been lower ? Must it not necessarily be so ?—It 
depends what you mean. If you mean that rupee 
prices would be higher now than they would be 15 or 
20 years ago, I should be inclined to dispute it. 

7545. Ido not mean that?—If you mean that the 
prices would be, say, lower in 1897-98 than they 
were in 1890-91, I should be prepared to accept it. 

7546. I do not mean that either. I mean that if 
the rupee price of an imported article is 100, with 
the exchange at Is. 4 d., it must have been some¬ 
thing more if the exchange was Is. ?—Quite so, but I 
think it requires some qualification, because the argu¬ 
ment so far, by the Government of India, has been 
that the importer now has to pay a far higher price 
than he had when exchange was high. That is not 
the case. 

7517. I do not think the Government of India 
have said that ?—Yes, I have it here in black and 
white. “ A country as a whole makes no gain in its 
“ international trade by a depreciation of its standard, 
“ the higher prices received for exports being 
“ balanced by those of imports.” That is what the 
Government of India stated, but higher prices, owing 
to the fall of exchange, have not been balanced in 
that way, because in 1875 exchange was high, and 
yet the price of goods in 1892 was considerably 
lower than in 1875, so that the argument does not 
hold good. 

7548. But the Government of India were dealing 
simply with the question of exchange. If the ex¬ 
change is low the exporter gets a higher price, but 
the importer has equally to pay a higher price ?— 
That is a sine qud non, of course, but you must 
remember thut the import trade in India is insignificant 
comparatively with the export trade. 

7549. I do not know that it is comparatively 
insignificant, but the question is this, that if exchange 
is low the importer must pay a higher price than he 
would have done if the exchange were high ?—Of 
course he would. 

7550. You said you thought silver was a better 
standard than gold ?—Undoubtedly. 

7551. Why is it better?—Because the goods of 
India compete with those of other silver-using 
countries, and if you are going to have a fixed standard 
in gold you immediately handicap the Indian producer. 

7552. If the other country issued inconvertible 
paper, like Argentina, and caused a fall in the 
exchange, how would you meet that competition ?—-I 
am not a currency expert, and I cannot answer 
questions of that class. I only know that provided 
there is a fixed currency in India, and we have to 
compete with China and the Straits and other 
countries with the ordinary standard, we are 
handicapped tremendously. 
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7553. Do you think it is a permanent handicap ?— 
Undoubtedly. 

7554. Why would it be so ?—I think if India has a 
gold standard she will import very much less silver, 
and so much more will go on the market that prices 
will run down, which will give a bonus to other silver¬ 
using countries. 

7555. Do you not think that wages as well as 
prices will rise in those silver-using countries ?— 
Np, I do not think there is any reason to suppose so. 

7556. ( Sir J. Muir.) I think you mentioned that 
you considered that you had retired from India for 
good ?—I had not intended going back. 

7557. But now you feel that you will be compelled 
to return to India ?—I know I shall. 

7558. Why ?-—Because I cannot live in England. 

7559. Why ?—Because my income has been so 
reduced that I cannot afford to live here. 

7560. Reduced by what P—By the depreciation of 
the rupee, by this tampering with the exchange. 

7561. Then you feel, as it were, that you have a 
grievance against the Government of India ?—I think 
I have a most decided grievance, which is shared by 
all producers. 

7562. It is shared by the planters of Southern 
India ?—I know it is shared by all planters, and I am 
quite certain that if it were understood by the natives, 
it would be shared by the natives. Unfortunately in 
India this sort of information very slowly percolates 
to the small producer, and he does not understand the 
mischief that is being done him. As soon as he gets 
to understand it, T imagine it will be a serious matter. 

756J. Can you tell us about how much capital has 
been invested in tea in South India?—I should think 
about 3,000,000/. sterling. 

7564. You have referred in strong terms to the 
effect that this policy of the Government in closing 
the mints, and fixing the rupee at Is. 4 d., will have on 
you personally. Now, are you anxious lest your 
estates in South India should become unremunerative ? 
—-That is what I fear. 

7565. Not merely that they may not give you any 

income on which to live-?—What I fear is that I 

shall have to put into my estates, in order to keep 
them going at all, the income that I have outside my 
estates altogether. I fear that my income will be less 
than my expenditure on the estate. 

7566. Then, with regard to the other planters who 
have solely their estates to depend upon, who perhaps 
may be financed by houses in Madras, or it may be 
in London, what will be the effect upon them ?—The 
estates will be taken over eventually, I imagine, by 
the firms who financed them. That happened before 
in the case of the coffee disaster in Ceylon ; the estates 
which got involved to the coast firms were taken over 
by the coast firms, and there was widespread ruin 
among the planters. 

7567. We had a very leading banker before us 
recently who spoke of this action of the Government 
of India as being, in his opinion, arbitrary and despotic 
—do you share bis views ?—I not only share his 
views, but it seems to me as absurd for the Govern¬ 
ment to try to artificially fix the value of the rupee, as 
it was l'or James II. to melt down brass cannon and 
coin them, and call them shillings. You will not get 
the outside world to accept your artificial standard. 
You appreciate the coin beyond its full value, but the 
world will not accept it, it can only circulate in the 
country; it would probably cause a revolution in any 
other country but India that understood it. 

7568. You mentioned, in addition to tea proper, 
that you were a producer to a considerable extent of 
tea seed?—Yes, I am. 

7569. And that you had found it impossible to sell 
any of your seed for nest season ?—Yes. 

7570. You talk of that as an indication that the 
planters of South India have got frightened at the 
prospects of their business being seriously imperilled ? 
—I think that is the reason entirely. 1 know of no 
reason for it otherwise. I have been able to sell 
before, I cannot sell now. 


7571. Do you sell it entirely in Southern India or 
in Ceylon partly ?—Entirely in South India. 

7572. Your estates are in Travancore?—Yes. 

7573. The planters of South India seem to feel that 
they have a strong grievance against the Government 
of India in consequence of this arbitrary proceeding. 
Have they suggested any means whereby they might 
get relief from this injury that they are sustaining ?— 
The planters of South India are perfectly willing, 
should the Government of India find it necessary to 
make good the deficit, to submit to an export duty ou 
their produce in order to make good any deficit there 
may be. But in saying that, of course they assume 
that it would be put on the produce of India in general; 

I mean on all produce, wheat, jute, hides, and every¬ 
thing. 

7574. Have you considered the question as to an 
increased tax on imports ?—I do not think that you 
could do it by increasing the tax on the imports. 
There is already a 5 per cent, import duty, and it 
seems to me only fair that if revenue is required, it 
should now be raised from the exports. 

7575. ( Chairman.) Who pays the duty that is put 
on the exports?—We do not pay any now. 

7576. But suppose a duty were put on exports, who 
would pay it ?—I suppose the producer. 

7577. Do you think so ? Suppose Government put 

a duty of 2d. in the pound on tea exported, who would 
pay that extra 2d. ?—I suppose as it was sent from the 
port of shipment- 

7578. I do not mean to say who would find the coin, 
but who would be the ultimate payer? Would not 
that increase the price of the tea in the London 
market ?—I do not think it would, because you have 
got China as a factor. 

7579. But you must pay it on all exports ?—I mean 
Indian exports. 

7580. You propose that the London consumer shall 
be liable to have the price of his tea imported from the 
British Empire raised bo that he will have to pay a 
higher price for it than if tea were imported from 
China ?—I do not think he would have to pay a higher 
price for it myself. Because I think if we had a very 
small tax, say 3 per cent, on tea, our price in London 
now would be sufficient to cover it. 

7581. Do you mean that you have such a large 
margin that you could afford a duty of 2d. ?—I did not 
say 2d., I said 3 per cent. 

7582. But the principle is the same ?—Hardly, 
because at present we are paying a duty of 40 per 
cent. 

7583. ( Sir J. Muir.) In reply to the Chairman 
you are making a comparison ; that is to say, you and 
the planters of southern India consider that you are 
practically loaded just now by a heavy duty in respect 
of this Is. 4 d. exchange, and that suppose a 3 per¬ 
cent. duty were put upon you to meet the Government 

budget-?—It would be infinitely preferable to 

paying the disguised duty that we now pay. 

7584. ( Sir F. Mowatt.) You said that the effect 
of the change from a silver standard to a gold standard 
in India was so severe, that if it had been applied to 
any other country it might have caused a revolution ? 
—I did not say that, I think. I said that the artificial 
raising of the rupee, I believe, in any country that 
had the intelligence to understand what effect it would 
have would have caused a revolution. I believe that 
such a measure of legislation would have been ab 
solutely impossible in this country, granting that this 
country had a silver currency. I do not believe it 
would have teen possible to have done such a thing. 

7585. But there has been a change from a silver 
standard to a gold standard in Germany, has there 
not ?—Yes; but 1 was speaking of the artificial 
appreciation of the currency, not of the introduction 
of a new standard. I said the artificial appreciation 
of the currency, supposing you have a rupee at 2s. 
and you arbitrarily call it 2s. 6 d., I say that would 
cause a revolution. I say that the introduction of a 
gold piece to represent 2s. would cause a revolution. 
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7586. ( Chairman.) You object to a gold standard 
for India, because it would put India into such a 
disadvantageous position in competition with silver¬ 
using countries ?—Yes. 

7587. Are you aware that 80 per cent, of the trade 
in India is done with gold-nsing countries ?—Yes, I 

am. 

7588. How would that affect your opinion ?— 
Whether you introduce gold or not, our wages must bo 
paid in silver. As I understand it, this gold is not to 
circulate, it is to be hoarded. 

7589. That is not the point; that is a detail of one 
scheme. I understood you to say that you objected 
to a gold standard for India altogether, no matter how 
worked out, because it would put India at a disadvan¬ 
tage with silver-using countries?—Yes, because we 
compete with silver-using countries. 

7590. And you compete with gqld-using countries ? 
—No, we do not compete with gold-using countries, 
we compete with silver-using countries. Our goods 
are almost all sent to Europe. 

7591 To gold-usiug countries ?•—To gold-using 
countries, and are sold in gold using countries; but 
we compete with China and the Argentine. 

7592. But you compete with China so far as tea is 
concerned in London ?—No, we compete with China 
so far as tea is concerned in China. 

7593. But you send your tea to London and they 
send their tea to London, and you boat them because 
you have a better article which you sell at a lower 
price ?—But the China producer can buy more silver 
than I can ; therefore he has an advantage. I compete 
with him in his own currency. 

7594. You say you are not a currency expert, and 
you need not answer this unless you like ; do you not 
think that the standard of value and the medium of 
circulation should be liable to as few fluctuations as 
possible ?—Yes. 

7595. Then putting the Government out of the 
question, let us take the enormous fluctuations in the 
price of silver ?—I quite admit all that, but there have 
been many factors to make silver fluctuate. If the 
Government of India would adopt the policy suggested, 
if they would reopen the mints, undoubtedly silver 
would fluctuate at first, but I believe the rupee would 
gradually steady down, and keep its relative value with 
silver. 

7596. Is not the price of silver affected by the cost 
of its production, and the increase or decrease of its 
supply ?—Yes, but there is no reason to suppose that 


its fluctuations would be any more violent than those 
of any other product. The mistake that has been 
made is looking on silver as silver. If you would only 
look upon it as a marketable product just as tea or 
jute, or any other product, there is no reason why It 
it should fluctuate more violently than any other 
product. 

7597. You say that an artificial coinage would be of 
no value outside India ?—No. 

7598. I agree, but how do you apply that to the 
artificial coinage that we have in this country ?—How 
do you mean, artificial coinage in this country ? 

7599. What is the intrinsic value of our shilling ?— 
It is not the coinage of the country—it is not the 
standard. 

7600. I know. We have a gold standard, but we 
have a token currency ?—You have a token currency, 
and by law you cannot pass more than a certain 
quantity of it—forty shillings. A shilling is not 
worth the twentieth part of a sovereign. 

7601. Does it not circulate as the twentieth part of 
a sovereign ?—Only by law. 

7602. No, there is no law which enables you to get 
gold for silver ?—There is a law which prevents your 
tendering more silver than the receiver likes to have, 
which practically amounts to the same thing. 

7603. Practically the shilling does circulate here, 
although it is a token coin ?—It circulates as a cowrie 
does in India. You find in India the cowrie used as 
a medium of circulation, but it has no value. 

7604. My point is that all token currencies partake 
of that element ?—Yes. 

7605. Now you said that there was a loss to the 
native by a high exchange ?—By an artificially high 
exchange. 

7606. Where does that come in ?—He receives less 
for his produce. 

7607. Would not that mean lower prices ?— 
Where ? 

7608. If lie has to sell ?—Ho gets less if he has to 
sell. 

7609. But you said prices had not changed ?—No, 
I beg your pardon ; I qualified that statement by 
saying that the prices that our labourers pay have 
not changed. The produce they use for subsistence 
cannot be sent out of the county owing to the enor¬ 
mous cost of transport; they have no means of sending 
it. It is a curious fact that in our hills the prices of 
grain have, kept steady; but if you take rice that is 
sent down to the coast the price has risen enormously. 


The witness withdrew. 


Adjourned. 


{For Mr. J. E. O'Conor's evidence on this day, see supra p. 51.) 
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The Lord Rothschild called and examined. 


7610. {Chairman.) I understand you have a state¬ 
ment you wish to read to us ?—-I may say at the 
outset that I know uothing of India itself, never 
having been there; therefore, in reading this paper, 
and in giving my opinions, I only give them as an 
Englishman, and knowing the circumstances in other 
countries. In this paper I have replied to the 
questions that were sent to me. I had better say at 
once that I did approve of the closing of the 
mints to the free coinage of silver in 1893. Owing to 
the cessation of purchases of silver by the United 
States Government, and the failure of the Brussels 
Conference to come to any conclusion, the Indian 
Government were face to face with a grave financial 
crisis, and in view of the impossibility, or supposed im¬ 
possibility, of increased or new taxation on any large 
scale, there was no other course at the time open 
to the Indian Government except the closing of the 
mints, notwithstanding the fact that the great fall in 
silver might be of benefit to other silver-consuming 
countries. I certainly think that there were faults of 
detail in the operation; the first fault was coupling the 
closing of the mints with the subsequent introduction 
of a gold standard and a gold currency; from this remark 
it follows that no limit should have been placed on the 
expected rise in the value of the rupee ; by fixing the 
maximum value of the rupee at If. id., the Indian 
Government notified to the financial world and to 
exchange banks and dealers the highest price they 
would have to pay for remittances to India ; in fact 
anyone depositing a sovereign knew he could always 
receive 15 rupees; so that a very strong inducement, 
in fact more than an inducement, was held out to the 
financial world to withdraw floating capital from India, 
when the exchange was Is id., on the presumption 
which has often been 'ftfclised that money could at 
certain times be sent back at a lower rate of 
exchange. 

7(511. Do you know that there was a difference of 
opinion amongst the members of the Herschell Com¬ 
mittee about that Is. id. ?—Yes. 

7612. Y'ou may remember that Mr. Bertram Currie 
was strongly opposed to that ?—Yes. I think it right 
to mention here—although perhaps it has nothing to 
do with this part of the question—that there is an 
idea among a great many, that if you could only assimi¬ 
late the currency of India, or the standard, to that of 
England, money would flow to India in time of 
stringency as it does to London when the Bank rate is 
raised. Now the Committee must bear in mind that 
the circumstances of the London market are not only 
very peculiar, but quite exceptional, namely, almost the 
whole trade of the world is effected by means of bills 
on London, and during every day of the year large 
amounts of bills fall due for foreign account which 


have to be met at maturity. As a rule these drafts 
are met by other long drafts which are discounted in 
the open market here. Now, when from exceptional 
circumstances the rate of discount rises here, it 
naturally pays those who are indebted to this country 
to remit gold rather than long bills. As far as I knew, 
India is not in a similar position, and the only way in 
which capital goes to India for a short period is 
through the intermediary of the exchange banks; 
they can tell you better than I can how far it is 
possible with safety and prudence to lend money in 
India; no doubt occasions do arise when rupee stock 
finds its way over here, but I think, so far as this 
discussion is concerned, nothing that can be done 
would place an Eastern State ou the same basis B3 
an European one. 

7613. You mean in the automatic flow and reflow 
of gold?—Not of gold, but money for short periods. 
When the Indian Government closed the mints to the 
automatic coinage of silver, the Indian Finauce 
Minister and the Indian Exchequer were put in 
exactly the same position as the Russian Finance 
Minister and the Russian Exchequer have been in the 
last 10 years. Russia has during the last 10 years 
been creating a large reserve of gold; I believe it 
now approximates to 130,000,0001. This reserve has 
been created, first, by keeping in Russia the produce 
of the Russian gold mines ; secondly, by receiving the 
coupons of her external debt ns customs duties, as 
well as receiving those duties in gold or in the bank 
notes of England or France, which is exactly the 
same as gold ; thirdly, by large borrowings outside of 
Russia, and redemption of internal loans; and 
fourthly, by exchange operations, when considered 
necessary by the Minister. I will explain this: at 
times Russia has had a superabundant harvest, and 
there has been a plethora of bills offering for sale; 
the Russian Government have never hesitated one 
instant; they depressed the exchange, which was 
a premium on exports, by becoming large buyers of 
bills, and, whilst they were borrowing abroad for their 
general purposes, ordered gold to be sent to them 
from the proceeds of these bills. I am perfectly well 
aware that it is difficult to compare the action of the 
Russian Government with that of the Indian 
Treasury, insomuch as one Government is 
quite autocratic while the other has to a 
certain extent to depend on the sanction of 
the English Parliament. At the present moment the 
Indian Government have just floated a loan for 
6,000,0001. in England, and if report is to be 
believed, they are about to issue a rupee loan for 
2,000,000/. in India; the action of the Russian 
Government would probably have been a different 
one ; they would have issued a loan for 8,000,000/. in 
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England, and would, in all probability, have .sent 
2,000,000/. of gold to Calcutta to be held against their 
issue of notes there, and would have coined a portion 
of the silver in their Treasury which would have been 
put in circulation, and it would not have been a 
disadvantageous operation. The Indian sterling loan 
costs the Government about 2| per cent., whilst rupee 
stock is now sold in England and India to pay 3^ per 
cent. Notwithstanding the facts which I have men¬ 
tioned above, that the present condition favours other 
silver-consuming countries, I should never have 
advocated the re-opening of the mints unless by 
arrangement with other nations, and I consider .it a 
mistake on the part of the Indian Government dis¬ 
carding in the way in which it has done the proposals 
made by America and France last year; naturally 
India should have reserved her right to coin gold as 
well as silver, but the other conditions raised by France 
and America were conditions which regarded not India 
but England, and although I consider the majority of 
the conditions not. only impracticable but absolutely 
impossible, the question for Her Majesty’s Govern¬ 
ment in London to consider was, and is, which sacri¬ 
fice is preferable—to help to reopen the mints to the 
free coinage of silver, or to assist the introduction of 
a gold standard and currency ? Before answering the 
question of a gold standard and currency for India, I 
must be allowed to remark that at present there can 
be no analogy between a country like Egypt and India 
as it is to-day. To begin with, there is no importa¬ 
tion of silver into Egypt, and if you wish to establish a 
gold standard and a gold currency in India you must 
either absolutely prohibit the importation of silver 
into India from private sources which always will 
leave the Government of India the right to buy silver 
if they want it, or put such a heavy duty 
on the importation as to make it prohibitive. 
I think I ought to remark here that, since writing 
this, I have seen various gentlemen who are connected 
with the trade of India, and they assert that silver is 
now a commodity, and that you would have no more 
right to prohibit the importation of a commodity like 
silver than you would to prohibit the importation of 
any other commodity, but that you would have a right 
to put a very heavy duty on it. I personally do not 
think that silver is introduced so much as a commodity 
as a form of currency, which the uative prefers; but, 
as I say, I have not been in India myself, and therefore 
I can only speak from hearsay. You must also bear 
in mind that since the British occupation of Egypt, 
not only has the drainage of gold to Constantinople 
completely ceased, but also that the interest on the 
debt has been considerably reduced. Large irrigation 
works and light railways have been constructed, and 
are still being constructed, with the aid of foreign 
capital, the area of land under cultivation has 
considerably increased, and with the area the exports 
have considerably increased, besides which, the 
increased number of travellers to Egypt alone accounts 
for the automatic flow of gold to that country. In 
considering the question of a gold standard and a gold 
currency for India, one can only compare the circum¬ 
stances to those of, say, Austria and Russia. Both 
those countries had, no doubt, in former times, made 
a somewhat free use of the printing press. I think I 
ought to mention here that although both Austria and 
Russia had State banks, in time of difficulty the State 
issued notes of their own, which passed as legal 
tender. 

7614. Were they inconvertible ?—They were incon¬ 
vertible. When they determined on a gold standard 
no more notes were issued and the influx of silver 
stopped; the silver in the possession of their Treasuries 
being used for fractional currency ; similarly, it would 
be necessary for the Indian Government to stop the 
influx of silver, and the next step would be to raise a 
loan in England for the purchase of 18,000,000/. or 
20,000,000/., in order to buy gold to be held as a 
reserve against the notes now issued against silver (at 
present held by the Indian Government), the silver 
being in future reserved for fractional currency. I 


am afraid my evidence may startle some nervous 
people, but I have no intention of advising that the 
18,000,000/. or 20,000,000/. of gold should be 
purchased at once; the operation would naturally 
extend over some years, as the Austrian and Russian 
operations did, and would require very careful manipu¬ 
lation and knowledge of the markets of the world. On 
the advisability of a gold standard and a gold currency 
for India—and I cannot separate them, though for a 
time the gold may not be put into circulation—I must 
emphatically remark here that a change of that kind, 
desirable as it may be in the interests of India, will be 
of no avail and will effect no permanent good unless 
steps are taken to increase the exports of India, 
because it is on the magnitude of the export trade that 
the future of a gold standard and gold currency 
depends. It is quite true that the staple trades of 
India—cotton, jute, indigo, wheat, and tea—are the 
results of private enterprise, but the opium trade, 
which is not only of great benefit to the Indian 
Revenue, but also affords an article of export to China, 
shows how in a country like India trade may be 
fostered. If the Indian Government had pursued the 
same policy with tobacco as they have with opium and 
with other articles, such as silk, &c., there would 
probably be at the present moment a much larger 
balance of trade in favour of India, which of itself 
would, if there had been no limit to the value of the 
rupee, have solved some of the existing difficulties. 
He would be a rash man who affirmed that the 
American currency, as it now stands, is on a sound 
and satisfactory basis; twice within the last 10 years 
have the United States Government been obliged to 
raise large loans for the purpose of obtaining gold; 
but what is the present state of America ? During 
the last 12 months her exports have been just double 
her imports;—240,000,000/. against 120,000,000/., 
and these exports , have not consisted entirely of 
agricultural produce or of minerals, but to a large 
extent of marvellously finished goods, electrical 
apparatus, and machinery to all parts of the world, 
railway engines, and even rails to India and Australia. 
Naturally, America has been greatly benefited by her 
splendid system of railways, and when on the subject 
of railways, I must say here that in my opinion any 
amount of capital could be found in England for Indian 
enterprises, such as railways and irrigation works 
(naturally some guaranteed and some unguaranteed), 
if the Indian Government had given more facilities and 
had been more liberal to private enterprise. Whenever a 
railway concession has been granted to a private indi¬ 
vidual or a company, the Indian Government reserved to 
itself the right of repurchasing the enterprise after the 
lapse of a certain time, making the investment of 
capital unattractive. The same policy applies to the 
development of minerals in India and Burma. I 
personally have no doubt that under generous treat¬ 
ment the capital required for the development of 
India could be found in the London market, but as 
this is only one of the side-issues raised I must again 
refer to the main question, via., Which is the best 
currency to be adopted for India ? The authorities 
at Calcutta, having discarded all idea of an international 
arrangement for the renewal of bimetallism—I suppose 
there is nothing now to be said on that question : and 
your Committee have now to decide between a gold 
standard and gold currency pure and simple, and 
between the continuance of the present arrangements 
with such improvements as past experience has proved 
to be necessary. With my small knowledge of India 
I should not venture to express an opinion upon the 
desirability of a gold standard for that country; if it 
were introduced it probably would be judicious to fix 
a higher rate as the value of a rupee than 1*. 4(Z.; the 
savings in exchange would partially recoup the 
Government for the loss of interest on the loan to be 
raised, and for the possible, I will not say permanent, 
but temporary, falling off in the revenue owing to 
the new circumstances which a change in the currency 
would bring about. It would naturally take some 
years to establish the gold currency. One of the 



MINUTES OF EVIDENCE. 


287 


points on which there has been much discussion i3 
the fact that during a long period of years, namely, 
from 1835 to 1895, the net imports of gold into India 
amount to nearly 150,000,000/.; none of this gold is 
visible to the naked eye, and it is presumed it is 
hoarded by the natives; how far this is a fact I do not 
pretend to say; silver coinage is naturally used for 
daily purposes, and the supposed hoarding, particularly 
of small bars, of which I have brought a sample, may 
be no more or no less than the sovereigns which some 
people carry about with them. To outside observers 
the closing of the mints has probably increased the 
desire for hoarding, and silver and gold bars which 
are freely sold in the native bazaars pass for money 
instead of a coin with the Sovereign’s head. If it 
were clearly proved that in an European State with a 
paper currency there were hoardings of gold amount¬ 
ing to more than 100 millions sterling, it would lead 
one to believe that the adoption of a gold standard 
and gold currency could be more easily effected, and 
that ultimately those who hoarded the gold would 
exchange it for bank or State notes. I mention that 
because it is a fact that in 1870, at the time of the 
Franco-German war, the Bank of France had to sus¬ 
pend cash payments because there were great hoardings 
of gold, and confidence was restored. The same thing 
happened in America during the Civil War, and also 
on other occasions. I think you may take it for 
granted that in a civilised State, where there is hoard¬ 
ing, it is a very easy matter for the restoration to a 
gold currency. How far this may be the case in 
India I do not pretend to know, but considering that 
India is administered by Englishmen, that her credit 
stands higher than that of almost every European 
nation, England excepted, and that she has at present 
a surplus of exports over imports (certainly a large 
surplus if you deduct the silver), it would appear to 
outside observers as if the elements for the introduc¬ 
tion of a gold standard were not wanting in India. 
I have treated this question simply from the point of 
view of the possibility of introducing a gold standard 
and not from the point of view of the effect which a 
further fall in silver might have ou the exports from 
other silver-using countries. If the Committee should 
discard a comprehensive scheme for altering the 
currency, there remains nothing but to consider what 
can be done to alleviate the ills which the present 
system is said to have created. The prevalent idea 
seems to be that if you could ensure a certain fixity 
of exchange money would flow to India; my belief 
is that the Indian Government will attract money to 
India for public works and for great undertakings if 
they set to work in the right way. I also believe, 
although I may be quite wrong on the subject, that 
quite apart from the fluctuations in exchange, the 
great banks which now carry on the Eastern trade 
have discovered that the right and only policy for 
them to pursue is to keep their capital intact in 
London and to be continually sending it backwards 
and forwards. The policy of borrowing money in 
Londou and allowing one’s agents in distant branches, 
not only in India, but elsewhere, to lend it out cn 
security, the value of which is unknown at the head 
office, has been curtailed for a great number of years. 
Two proposals have been made for remedying the 
present evil, the one is Sir James Westland’s and the 
other is Mr. Lindsay’s. There are, in my opinion, 
two fundamental errors in Sir James Westland’s 
proposals, the first is that in order to remedy 
the present evils he would increase them ten¬ 
fold by creating an alarming stringency in the 
money market, the second is the proposal for 
melting down rupees and selling silver bullion. The 
sale of the silver bullion in India would not prevent 
the importation of that metal; it would considerably 
knock down the price, and in that way, according to 
Sir James Westland’s own showing, in his despatch 
about bimetallism, would benefit the trade of other 
silver-using countries. Mr. Lindsay’s scheme has, 
on the other hand one great and distinct merit, he 
recognises that the closing of the mints was a blow to 


what I may call free trade in currency, and has put 
the Indian Government in the same or a similar 
position as the Russian Government was in some years 
ago; his remedy, however, is a very doubtful one ; he 
proposes to be a seller of drafts on London at Is. 3f <?., 
so that whenever the exchange is below this fixed 
price the exchange banks and others who are continual 
buyers of Council drafts would avail themselves of 
his offer. At the same time he proposes to draw on 
India at Is. 4 ^d. Now during the last five years the 
average for Council drafts has certainly not been 
higher than Is. 2\d., and this although repeatedly 
during this period the Indian Council has stopped 
drawing altogether. I fail, therefore, to see how he 
will he able to draw on India at Is. 4 T ' g <7. The idea 
that a man ivould buy a Council draft at Is. 4 T ’ 5 <Z. iu 
order to secure a comparatively high rate of interest 
for a few months, and when he knows that he will 
probably lose 2 per cent, on his remittance home is 
one of those problems which I cannot solve. I should 
like to explain that rather more fully. As far as I 
understand Mr. Lindsay’s scheme, he says money has 
been worth 15 per cent, per annum or more in India ; 
15 per cent, per annum is for three months, and 
he and his friends in various documents have stated 
that, when money is dear outside London, people send 
it to Germany or Paris or New York for three months. 
Now, suppose Mr. Lindsay’s scheme were in opera¬ 
tion, what would be the effect of that ? A man would 
have gone to the Gold Standard Office, as he calls it, 
and have bought a draft on London at Is. 4y e -c?. 
in order that he might lend the money for three 
months at the rate of 15 per cent, per annum, or 
3f per cent, for the three months, although he 
knows that it will cost him 2 per cent, presently to 
remit his money home. Mr. Lindsay thinks that 
that is likely to happen. I think it is ridiculous. 
If it is intended to regulate the fluctuations in the 
exchange by means of a large bank, then I may be 
allowed to mention that during the last few years of 
the reign of Don Pedro Segundo in Brazil, a large 
bank was started with the object of improving and 
regulating the exchange; the capital for this bank 
was easily subscribed both at home and in Europe, 
and when their drafts on their correspondents first 
appeared the effect on the exchange was no doubt 
considerable, but as is usually the case with operations 
of that kind, the bank lost very large sums of money 
by their operations, and certainly produced no per¬ 
manent improvement in the exchange. I would 
mention another case famous in financial history, but 
it was long before my time, namely* the United States 
Bank, which was founded between 1830 and 1836, 
the primary object of which bank was to regulate the 
exchange between America and England—and as you, 
sir, and the Committee are no doubt aware, the 
failure of the bank was disastrous, and brought down 
a good many houses at the time. If a bank were 
established to carry on the exchange business suggested 
by Mr. Lindsay it would probably have to be affiliated 
to the present exchange banks so as to avoid com¬ 
petition, and then in Ihe interests of its shareholders it 
would always be more or less in open competition 
with the Government. It is perfectly true that 
various Governments during the present generation 
have reverted to a gold standard and currency; the 
American Government after the Civil War, for a time,- 
collected their Customs duties in gold, and then made a 
loan for a certain amount which enabled them to say 
that their green-backs and national bank notes were 
redeemable in specie ; they have had twice to come to 
the assistance of their note issue, but during the last 
18 months the tremendous prosperity of the United 
States has done more for their currency than any 
legislation. After the war of 1870 the indemnity 
which the German Government received from France 
enabled them to change their various existing 
currencies into a gold and monometallic basis, 
although I have been told that at the present moment 
the Bank of Germany still holds a certain L 
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nearly 10 years to establish a gold currency ; she was ' 
probably helped by the produce of her own mines, but 
the efforts and the sacrifices have been heavy, and, 
curiously enough, now that the gold ‘currency is estab¬ 
lished, the great difficulty for the Bussian Government 
is to get the gold into circulation ; the Bussian peasants 
still cling to the idea that the double Imperial only 
represents 15 roubles of paper money, and cannot 
make out why they are called upon to give up 20 
roubles of paper, the Bussian Government having 
fixed a par of exchange at about 25 d. per rouble, 
instead of 3*1 \d., as it was formerly. The Austro- 
Hungarian Government, who, like the Bussian 
Government, had issued a large quantity of paper 
money in time of war, borrowed 30,000,000/. to 
redeem that paper money—they were helped at first 
by abundant harvests, and although the bank does not 
part with their gold freely, still they are obliged on 
occasions to let some of the gold out which has lately 
shown a disposition to come over the border. What 
the cost to the Italian Government was to try and 
secure a gold currency, Mr. Hambro, a member of 
your Committee, will be able to explain better than I 
can, but gold coins are certainly very scarce in Italy 
just now. Owing to the great depreciation in silver, 
Chili made an attempt a few years ago to introduce 
a gold standard, but it has not, so far proved a success, 
and the same may be said of Japan, the latest convert 
to a gold standard. If India is to adopt a gold 
Standard and currency, she will have to make long 
and steady preparations as the Bussian Government 
did, and although the amount of gold she would 
require might at first sight seem large, it must be 
remembered that the annual production of gold is now 
45,000,000/., and is rapidly increasing every year. 

7615. That is the annual production throughout 
the world?—Yes. I think, myself, it would be nearer 
55,000,000/. than 45,000,000/. sterling; but I do not say 
that with any authority. To sum up, I do not venture 
to advise the adoption of a gold standard and currency 
for India as I am practically unacquainted with the 
country. I have merely attempted to show that Sir 
James Westland’s scheme is impossible and that the 
Lindsay scheme as it now stands would not effect ary 
of the reforms expected from it, and I would only 
repeat in conclusion that, to my mind, the principal 
object to bear in mind is to increase the prosperity of 
India by developing and opening up that vast empire, 
thereby increasing her capacity for exporting. It 
should not be forgotten either that the policy of 
closing the mints has, perhaps, hardly had a fair trial, 
as during the last three years India has passed through 
a series of calamities, such as famine, plague, and 
frontier wars, from the effects of which misfortunes 
she is only just recovering; and that it is to be hoped 
she will now enter upon a period of calm and pros¬ 
perity which will enable her to derive the full benefit 
from her great natural resources. 

7616. I am sure we are exceedingly obliged to you for 
your paper. I only want to trouble you with two or 
three questions. First, with reference to those gold bars 
that you produced to us. Can you give us any idea of 
the number of those bars that are sent out to India?— 

I had the accounts made out from the Wood Street 
Smelting Works of the number of bars made in 1893, 
which was the year that we purchased it. From 1893 
down to the first five months of 1898 we made 
5 millions sterling worth of these bars. The first 
fortnight of June of this year wo made 376,000/. 
worth of these bars. The clerk told me the other day 
that he had not got the figures, but he said there had 
been a steady increase, I asked him why, and he said 
it was probably owing to the sudden rise in silver, 
which is, perhaps, due to a certain extent to the 
scarcity of silver, and also due to Spain coming in 
and being a large buyer of silver. I telegraphed out 
to the two chief smelters cf the United States to ask 
them if they would furnish me with a return of the 
silver production of this year. This is the answer 
that I have had : “ United States silver production 
“ last year, 56£ million ounces; Mexico, 54 million 


“ ounces; ” that is altogether 110 million ounces, 
and I think you may take it that, with the exception 
of a very small quantity which was produced in 
Australia, America and Mexico are the chief silver- 
producers of the world now. “ No statistics this 
“ year ; do not anticipate serious change in other 
“ countries ; anticipate 2,v. 10 d. would not materially 
“ increase production in Mexico or States, because in 
“ Mexico the principal items entering into cost are 
“ paid for in silver, and silver produced from bye- 
“ products and high-grade ores in a country will be 
“ produced in any event, and it requires an enormous 
“ quantity of low-grade ores to materially increase 
“ production. I anticipate considerable increase in 
“ production of silver if advanced to 3s. 3d.” 

7617. ( Lord Balfour of Burleigh.) What does 

2s. 10 d. mean ?—That is the price per ounce of 

silver. 

7618. {Chairman.) What becomes, in your opinion, 
of those bars when they go to India ?—I have asked 
one of the highest authorities that I know in Indian 
matters what becomes of them, and he says the 
majority of them are taken by the Indian bankers as 
a reserve. I must tell you that some bars do come 
back from India. It is a very curious thing. It is 
not the bars that we make that come back, but the 
bars which are sent from China, which are not smooth, 
but rough. We have never had a bar back from 
India of our own manufacture. 

7619. The effect of that would be to strengthen the 
argument of those who .hold that gold is hoarded in 
India ?—Yes. 

7620. I gather that your opinion, on the whole, is 
to go on as we are ?—Unless you make up your minds 
gradually to introduce a gold standard and a gold 
currency together. 

7621. You think a gold standard without a gold 
currency impossible ? — I do, and I would go still 
further. I think if you make up your mind to intro¬ 
duce a gold standard and a gold currency together, 
you must be prepared on occasions to send gold back 
to London. I asked on Friday what was the amount 
of gold that we sent to Bussiain 1891-92 for account 
of the Bussian Government. I find that in 1891-92 
we sent 8,550,000/. of our own gold and 1,500,000/. 
for the Bank of England, but against that in 1890— 
that was the tiino of the Baring crisis—the Bussian 
Government sent 1,500,000/. of gold to the Bank of 
England which they lent them, and they sent us 
1,500,000/. Agaip, on various occasions, when money 
1ms been very tight in Germany, the Bussian Govern¬ 
ment has never hesitated to send gold out of the 
country, although they were preparing for a gold 
reserve. If the Indian Government were to make up 
their minds to go in for a gold standard and a gold 
currency they must also make up their minds at times 
to send gold back. They cannot introduce a great 
change in the Indian currency and say “ We do not 
“ care about the money market, that must take care 
“ of itself.” They must be prepared to act with a 
bold hand and to send gold out. 

7622. (Sir F. Mowatt.) That is to say, there 
would be a mutual desire for accommodation between 
London and India ?—Yes. 

7623. (Chairman.) What time do you consider 
would be suflicient to establish a gold currency In a 
normal state of affairs?—My idea was that the 
Indian Government, as a Government, would only 
have to provide about 20,000,000/. of gold, and that, 
either by preventing the importation of silver, or by 
putting a heavier duty on it, a certain amount of gold 
would flow automatically to India, and 1 would have 
supposed that it would not have taken India more 
than two years, if so long. I wrote to Yienna and 
asked them for particulars of what happened there, 
and they sent me this paper in German. They raised, 

I think we may say, 30,000,000/. sterling, but they 
only bought 20,000,000/. of gold ; and they put a 
foot-note here showing that it did not take them 
three years to bring about the change. Now if 
Austria can do that in three years, India can certainly 
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do it much move quickly, backed up with the credit 
of the English Government. 

7624. Do you attach supreme importance to there 
being a stable rate of exchange between India and 
this country ?—It depends what you mean by a stable 
par of exchange. I do not think, even if you had a 
gold currency, you could keep the exchange within 
certain points. Within limits, I think it is always 
a great advantage to a country having a stable 
exchange rather than when it fluctuates very widely. 

7625. (Lord Balfour of Burleigh.) I wish you 
would explain to my uninitiated mind on what ground 
you say a gold standard cannot be introduced 
without also a gold currency in India ?—1 have tried 
to find out what is meant by a gold standard, and I 
have not been able to solve it myself. 

7626. One of the few things which I think every¬ 
body here has agreed in representing to us is that a 
gold currency would, in India, be quite useless, be¬ 
cause the transactions are so small in amount that even 
silver is too expensive a medium, and that in fact most 
of the transactions are in copper. What I understand 
is meant by a gold standard is this, that people who 
have large transactions, chiefly export trade with gold¬ 
using countries, should be able to exchange gold 
for rupees and rupees for gold at a previously- 
announced rate. Nq>w the question I want to put is, 
why, in your opinion, is that, condition of affairs 
necessarily linked with what you describe us a gold 
currency ?—My experience is that you will never be 
able to secure what you call a gold standard unless 
the Government has got the gold coins to give to 
those who want to export, and not bills. 

7627. Undoubtedly, and I think it has been pro¬ 
posed to give gold coins to those who come and ask 
for them at certu'n rates. That is the intention ? 
—The moment you establish a machinery for dealing 
in bills, the doubt arises in the minds of those who 
nvs dealing, anti the doubt, becomes a certainty, that 
they cannot get gold, and the whole thing always fails. 

7628. I put a hypothetical question. I know you 
think that Mr. Lindsay and Sir James Westland are 
wrong in the particular methods of working that they 
suggest, but suppose for a moment that they were right, 
do you think that their schemes for a gold standard 
would l>e then a success or a failure ?—I have tried all 
I can to separate the two things, and I cannot 
separate them. 

7629. I understand you also to take exception 
to the special figures suggested by Mr, Liudsay— 
Is. 4 for drawing on India and Is. 3J(i. the other 
way—ou account of what you put to us very lucidly, 
that that would mean a loss of 2 per cent, in moving 
the gold back again to this country, after it had been 
profitably employed for only three months ?—Yes. 

7630. But do you not think that it might lead to 
gold going out to India and remaining there longer 
than the three months, on the ground that although 
it would not be so profitably employed in the slack 
season as in the busy time, it would still get a remunera¬ 
tive rate of interest ? —I have tried all I know to solve 
Mr. Lindsay’s scheme and Sir James Westland’s 
scheme, and I do not think it would solve the question 
at all. I think it is simply and purely an artificial 
thing, and all artificial things always break down. If 
you were to stop the importation of silver into India 
now, completely, gold must flow there owing to the 
balance of trade in favour of India, but any scheme 
like Mr. Lindsay’s scheme is so artificial that it could 
not last. 

7631. Do you apprehend that too much gold would 
go to India ?—No gold would be taken to India under 
Mr. Lindsay’s scheme. You would have exactly the 
same thing as happened in the case of Brazil and the 
United States of America. They would begin by 
raising a loan here. Mr. Lindsay says he does not 
mind if he raises a loan here of 5 millions, 10 millions, 
or 15 millions sterling. The Department in India 
would be a continual drawer ou London, and the money 
they have here would be exhausted very quickly. 
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7632. I am sure you will not think I am in the 
least wishing to catch you by a phrase in the question 
I am going to put to you, but the difficulty you put 
before us now, viz., that no gold will go to India, is 
somewhat different from the statement that is given 
in the second last paragraph of this letter which is 
very influentially signed, and among the signatures to 
which I see the name of your firm ?—At the time that 
letter was prepared it was supposed that a loan was 
going to be raised here. The Lindsay scheme was 
not gone into at all. 

7633. No ; but their apprehension is “lest a policy 
“ should be adopted which would involve the raising 
“ of sterling loans here of large and indefinite amount 
“ for remittance in gold to India ” ?—They did not go 
into the details at all. The idea when that letter was 
signed was just as it was in India when the question 
of bimetallism arose. 

7634. Of course we recognise that that is not 
intended either in the Lindsay scheme or the Govern¬ 
ment of India scheme ?—That was the idea when that 
letter was signed. I think when that letter was 
signed they were thinking more of Sir James West¬ 
land’s scheme than the Lindsay scheme, and Sir 
James Westland proposes, you will remember, to raise 
loans of 20 millions and send the gold out and sell the 
silver. I do not think the signatories to that letter 
ever thought of the Lindsay scheme. 

7635. I want to take it for the moment as much 
against Mr. Lindsay’s scheme as possible ?—I think 
this is Mr. Lindsay’s scheme. Five millions or 10 
millions to be raised in London, and deposited in the 
Bank of England or a Gold Standard Office, and against 
that you would sell rupee drafts at Is. 4 r ' g d. from the 
Indian Gold Standard Office. I have read his statement 
over and over again. Mr. Lindsay's scheme is based 
on an idea which was proved to be a very fallacious 
one, that you could so manage the thing that you 
could continue to draw backwards and forwards with¬ 
out any great loss ; it is what would be called in the 
City kite-flying. 

7636. Some people have come here hostile to Mr. 
Lindsay’s scheme, and have stated as an objection to 
it that the liability to send gold to India would not be 
limited to the five or ten millions first borrowed, but 
that it might go on to an indefinite amount, and in that 
way would do harm to the London market. Tt is not 
Mr. Lindsay’s idea, but it is a criticism of Mr. 
Lindsay’s scheme by some people who have come here 
to break it down, and I want to know what you think 
of that criticism ?—I tried to study Mr. Lindsay’s 
scheme, and J have read it over and over again, and I 
think the chief merit that he puts forward is this: He 
says capital would flow to India because people would 
know that they would always get their money home at 
Is. 3 Jrf. Well, if Mr. Lindsay advertised that he was 
a seller of drafts at Is. 3Jt7., and that there were no 
commercial bills offering at that price, people would 
take their remittances under Mr. Lindsay’s scheme. 

7637. What would be the result of that ?—The 
result would be that after the 5,000,0007. were 
exhausted, people would have to rely on the ordinary 
trade bills. 

7638. Then you do think that the 5,000,0007. 
would be exhausted, and it would go to India ?—I do 
not say that the money would go to India. The 
Indian Government would borrow a large amount of 
money here, say, 5,000,0007., and that would enable 
those who eend out gold to India always to get remit¬ 
tances at Is. 3 Jg 7., and they would take advantage of 
it. 

7639. Do you care to say whether any modi¬ 
fication of Mr. Lindsay’s scheme would get rid 
of your objection to it ?—I said that Mr. Lindsay 
was the first person who recognised and recognised 
publicly, that the moment you close the mints, and 
you stop what I call free trade in currency—the 
automatic flow of currency to that country —Govern¬ 
ment has to do something; but as to saying that 
anything artificial of that kind is a permanent cure 
for the evil, I contend that it is not. 
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7640. Do you think that if the operation was 
spread over a period of years, any detriment would 
ensue to the London money market and to London 
interests by the transference of 10, 12, or 15 millions 
of gold to India?—No, not in the slightest. Mr. 
Hambro will tell you that we sent 6,000,000/. of 
gold to the United States in six months, and no one 
knew anything about it. 

7641. ( Sir F. Mowatt.') Did I understand you to 
say, speaking of the importation of gold in these bars 
into India, that they in any way got into the 'currency ? 
—I began by saying that I had not been to India 
myself, and so I do not know it, but I am told that 
these bars do represent currency to a certain extent. 
How far the silver bars represent currency, and how 
far they are turned into jewellery, I cannot, tell you. 

7612. The broad fact remains that since the closing 
of the mints, between 4,000,000/. and 5,000,000/. 
sterling worth of silver have gone every year to 
India?—The total consumption of silver by India and 
China and the Eastern States, since the closing of the 
mints, has been 75,000,000 ounces, if we take silver 
at 24 d. the ounce. 

7643. When you say that it is essential to the 
establishment of a gold standard that silver should he 
practically prohibited, that means that it would 
otherwise get into the currency ?—Yes. 

7644. And if, as we have been assured here by 
those who are best qualified to speak for India, silver 
does not get into the currency that would so far remove 
the objection, would it not ?—Yes. 

7645. I think you told us that the great, element of 
failure in Mr. Lindsay’s proposal was that it would 
practically cost the capitalist 2 per cent, to send out 
his money and get it. back for a mere increase of 
interest for three or four months, but might not lie 
think it worth his while to send his money out, not 
for three or four mouths, but for so many months that 
he might catch the two busy seasons at the rate of 
10 or 12 per cent,., and get 5 or 6 per cent, during the 
interval, and still only pay 2 per cent, for the entire 
period, which would apparently leave him a considera¬ 
ble profit ?—Now you are entering into a very big 
question. I do not, myself, believe in the automatic 
flow of capital from one country to another in such a 
period as a year. I think you will find that capital 
leaves one country for another for a short period. 
When you talk of lending money for a year, I do not 
think it is the high rate of interest that tempts people. 
I think capital will flow to India for private enterprises 
if enterprises aro presented to the investor and he 
thinks that he can make a permanent profit out of 
them. When you talk of coming to the relief of the 
money market, that will only be for a short period. 

7646. But would not the instance I have put to you 
be very tempting to the investor. Take 12 months— 
during eight months of which he gets 12 per cent, 
interest, and during four months of which he gets 
6 per cent.; that is as compared with 2\ per cent, in 
this country, and it only costing him 2 per cent, on 
the entire operation. Would not that be tempting to 
him ?—I do not think so, considering the risk he would 
run. 

7647. But there would be no risk ?—It is not the 
risk of exchange merely, it is the risk of the security. 

7648. Now you say that 2 per cent, is prohibitive, 
but it is not of the essence of Mr. Lindsay’s scheme 
that the margin should be so wide as that. He 
suggests that sum, but supposing the margin were 
reduced to, say, 1 per cent. ?—I do not know what the 
essence of Mr. Lindsay’s scheme is, but I had a large 
number of criticisms of Mr. Lindsay’s scheme sent to 
me from India, and they seemed to think that the 
margin was not sufficient. When I read that I was 
rather astonished. 

7649. (Sir J. Muir.) You are aware, I have no 
doubt, that the merchants of India, both importers 
and exporters, are exceedingly irritated at present 
on account of the high rates that they have had to pay 
for money, 10 and 12 and 13 per cent, in the Presi¬ 
dency towns, Calcutta, Madras, and Bombay, and in 


Bombay we had evidence that native merchants who 
hold Government paper went to the manager of the 
bank and pressed for money. They had been refused 
at 13 per cent., and they said, “ Hero is Government 
“ paper; we must have so many lakhs of rupees, for 
“ which we will pay you any rate of interest yoa 
“ choose to ask us up to 18 per cent.,” and the answer 
was, “ 1 would most willingly help you, but it is not 
“ in my power to do so.” Now, suppose such a.state 
of matters were brought about in the City of London, 
that is to say, that through what Mr. Raphael called 
the arbitrary and despotic action of the Government, 
London merchants had to pay anything like 12 per 
cent, for money, what would be the effect ?—I do not 
know whether I understand your question correctly, 
You begin by stating that in Bombay and Calcutta 
and Madras it was impossible to get money on 
Government security under 15 or 18 per cent. . 

7650. Not even at 18 per cent. ?—And that that, 
according to the native mind (and in natives I include 
Englishmen in India as well as native Indians proper), 
was owing to the despotic action of the Indian 
Government. I understand that you ask me my 
opinion upon that point. 

7651. Yes?—The matter is rather complicated. If 
money were at 15 or 18 per cent, here the Bank of 
England would probably go to the Government and ask 
to he allowed to suspend its charter, and in that way 
they would make money easy. But the circumstance 
you have quered is, I think, the strongest evidence 
that you could possibly have against the Lindsay 
scheme, because if Bombay had been in any other 
country, and money on rupee stock had been 15 or 
18 per cent.—suppose it had been America as America 
was when they had a financial crisis, or suppose it 
had been Austria, the rupee stock would have been 
shipped to London, and they would have drawn against 
it, as the American shipped all kinds of securities 
here in one of their financial panics; they drew 
against it, and gold was sent out. At the present 
moment there would have been no difficulty in doing 
that, because they could have got any money they 
liked on tbo rupee stock—40 or 50 per cent, of its 
value—and they would have relieved the market. 
The statement ycu make of the impossibility of 
finding money against rupee stock has always been 
in my mind the strongest argument against any 
scheme like that of Mr. Lindsay. 

7052. Not. only that, but we were informed that 
while this is the state of matters there are large 
amounts in rupees hoarded—laid up by the Govern¬ 
ment in the Treasury in Calcutta and elsewhere, and 
that the Government refused to let the rupees out ?— 
I have always thought that the policy of promoting 
stringency of the money market in order to affect 
exchange was a wrong one. That is one of the great 
reasons why I think Sir Janies Westland’s scheme 
perfectly impracticable, and why to a certain extent 
the Lindsay scheme would be so too, because yon would 
have ultimately to melt down rupees. 

7653. Then you disapprove of the policy of Sir 
James Westland and the Government of India in 
trying to force up the rate of exchange, and in so 
doing to force up the rate of interest upon all the 
merchants of India ?—You ask mo whether I dis¬ 
approve of forcing up the rate of exchange by 
increasing the stringency of the money market. I 
certainly do disapprove of it. 

7654. I may state that merchants all over India, 
both exporters and importers, are looking for even a 
worse state of matters in the coming busy export 
season. That beiDg so you would more emphatically 
disajiprove of any policy which would lead to such a 
result ?—Certainly. 

7655. I was very pleased indeed to have your 
emphatic opinion (because we have had different 
views stated by two or three witnesses) that you 
approve of the magnitude of exports from Indio 
being largely increased so as to make as big a balance 
as possible in favour of India ?—Yes, 
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7656. We had one or two witnesses who were more 
or less representing the Government of India, who 
would not assent to that principle, although it seems 
to me to lie at the foundation of all economy and 
business. I have nothing further to ask you. 

7657. ( Sir D. Barbour.) May I ask one question 
about Indian railways. I will not go into the matter 
at any length. Are you aware of any company which 
has made a railway in India under agreement with 
the Government, the shares of which are not now at 
a premium ?—Certainly; I am aware of one. 

7658. Which is that ?—The line we made in 
Bengal ; the Bengal Central, I think. 

7659. That is quite opposed to my information. 
Do you mean to say that the shares of the Bengal 
Central are not now at a premium ?—They are at a 
tremendous discount. 

7660. My question is, do you know of any railway 

in India, made by an Indian company, the shares of 
which are not now at a premium ?—I do not think 
that that is a fair way of putting it. The Bengal Central 
Railway shares are not at a premium because- 

7661. At this moment ?—The line was re-organised, 
and there was a great loss written off the share capital. 

7662. But you cannot say that there is any com¬ 
pany which has made a railway in India under agree¬ 
ment with the Government, the shares of which are 
not now at a premium?—I know that the Bengal 
Central was re-organised, and the loss was written 
off, but I forget now how that was done. 

7663. My recollection is that the reorganisation 
took the form of a guarantee from the Government, 
and that at the present moment Ihe shorts of that 
railway are at a premium ?—Yes. 

7664. But can you say positively that a portion of 
that capital was written off ?—Yes, a portion of the 
capital was written off. I remember perfectly that a 
large portion of it was written off. I cannot tell you 
exactly whether a portion of the capital was written 
off, or whether the Indian Government at the time 
said that they would not call up the capital, which 
would come to the same thing. 

7665. When you come to read over your proof, 
perhaps you will insert in your answer what you find 
to be the actual facts of the case ?—Very good.* 

7666. Did you say that you thought that the closing 
of the mints had increased the tendency to hoard gold ? 
—I think so, and silver too. 

7667. I would like to keep to gold for the moment. 
If you look through the figures for the last 15 years 
you will not find any great increase, I think, in the 
net imports of gold ?—Taking gold and silver together, 
I do not say that there has been a net increase, but 
there has been decidedly more hoarded. 

7668. Do the figures show a marked tendency to 
the import of gold since the mints were closed ?—[ 
did not say there had been a large increase of imports. 

7669. Has there been a large increase in the 
imports of silver?—You had 32 millions in 1890-91, 
and you have 44 millions now. 

7670. And the year before ?—The year before you 
had 25 millions. 

7671. Do you find there has been, on the whole, a 
great increase?—I did not say a great increase, I said 
an increase. 

7672. Has there been an increase ?—Yes, there has 
been an increase. 

7673. Now have you considered the fact that gold 
in India may be largely in the form of ornaments ?— 
That I do not know ; 1 have not been in India. 

7674. If it were in the form of ornaments it would 
be less likely to be sent to the mints to be coined if 
there was a gold standard in India ?—I could not tell 
you if it is to any extent in the form of ornaments or 
not. I know that they wear silver bangles, and they 

* [Note by ivitnes.i :—I believe the Indian Government 
increased the amount of the guarantee. The fact that certain 
Indian securities have risen in value does not affect my argu¬ 
ment that when Indian securities are offered to the public, there 
is little or no desire to meet the wishes of the public.] 


could always take them to be coined when the mints 
were opened. 

7675. When the gold is put into ornaments the 
workmanship is worth something, and that would be 
lost to them if they melted down the gold ornaments 
to make coins ?—I do not know that it is put at all 
into the form of coins. I have been told that it is 
not. 

7676. Now you said that these gold bars were kept 
as a reserve by the Indian bankers? —Yes, I have been 
told so. 

7677. Do you mean that all the bars sent out have 
been kept as a reserve ?—I cannot say. 

7678. Would you expect them to go on taking bars 
year after year, simply to increase the reserve year 
after year?—Yes. Here in England nobody keeps 
any reserve of gold or silver. You carry on the largest 
business in the world with the smallest reserve of gold 
or silver. If you go to Brussels, or Frankfort, or 
Berlin at the present moment, you see in the streets 
some official in a cart drawn by a dog, taking gold and 
silver from one bank to another, or from one shop to 
another. You cannot compare anv two countries, 

7679. I have no doubt that gold bars are kept as a 
reserve to a certain extent, but is that within your 
own personal knowledge ?—No, as I said, I June no 
knowledge of India myself. 

7680. The bars that you send out are pure — 
Perfectly pure. 

7681. I do not know whether you aro aware that 
the native of India prefers pure gold for ornaments ? 
—I do not know that. 

7682. (Sir A. Dent.) I want to ask you about 
the secrecy that ‘ you suggest is necessary to carry 
out successfully any gold operations in India. You 
tell us that an attempt to start a large bank iu 
Brazil was a failure, and that an attempt to do some¬ 
thing of the same sort in the United States in 1830 
was also a failure ?—Those two banks were failures— 
the United States bank failed afterwards—but I was 
speaking of regulating the exchange by drafts 
backwards and forwards. 

7683. Then you would not advocate any large 
national bank being started in India ?—There are two 
distinct questions. It may be necessary in the 
interests of India to have a bank like the Bank of 
England. That is for internal purposes. That I 
know nothing about. I am not an Indian authority. 
But what I say is that any bank which is started for 
regulating the exchange, drawing on London and 
being drawn against, would be a failure and would 
lead to disastrous results. 

7684. Then you also, I think, suggested that it 
would be very difficult for the Government of India 
to attract gold to the country, unless they did it by 
some quiet process ?—Naturally; anybody who has 
been in business knows that you can buy any quantity 
of gold or silver if you are a business man, and if the 
Government fails to do it they employ business people 
to do it for them. 

7685. (Mr. Holland.) You tell us that under Mr. 
Lindsay’s scheme no gold would go to India?—Ido 
not think it would. 

7686. Perhaps you would admit that a policy 
which would not take gold to India would be 
one which would have no terrors for Lombard 
Street ?—Personally I do not dread the efflux of gold ; 
I should not like to see the Indian Government, or 
any other Government, go to the Bank of England and 
taking out 5 or 6 millions ; but you must remember 
that every week you have very nearly half a million 
of gold arriving from Africa and from other places 
besides, and that, if the Indian Government does not 
buy, somebody else does. 

7687. You dislike the idea of melting down rupees 
in order to remove a supposed redundancy of currency ? 
—Money is frightfully scarce there, and I do not 
knowhow you are to deal with the rupees when you 
have melted them down. You can sell them to 
China and other silver-using countries, but what is 
the good of that ? 
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7088. Do you think it likely thnt there can be 
anything like redundancy whilst the money market 
is in such a state of stringency ?—In aDy European 
country of course that would be impossible. 

7689. You tell us that Sir James Westland’s 
scheme, in your opinion, is impossible, and that 
Mr. Lindsay’s scheme would not effect its object. 
Have you considered at all Mr. Probyn’s scheme ?— 
Ho, not at all. 

7690. That involves a gold standard—not with a 
gold currency, but with gold bars ?—I have not 
studied that. 

7691. You tell us that you dislike very much 
artificial proposals in connexion with currency 
matters ?—Yes. 

7692. Do not you think that when the mints 
were closed in 1893 that w 7 as taking a long step 
towards artificiality ?—Ho doubt it was, but the Indian 
Government had no other resource open to them. 
They could not put on taxes, and this was the 
smallest of evils open to them. 

7693. You thought it was wise at the time ?—I 
did not see what else they could do. 

769-1. But do you still think, in the light of 
subsequent experience, that it was a wise course 
for the Government to take ?—I think if they had 
not fixed the limit of exchange at Is. 4d., and 
had been prepared to come to the relief of the market 
when there was stringency, and had not tried to 
influence exchange by making money dear, it would 
have been wise. 

7695. You admit, do you not, that in order to make 
a gold standard effective convertibility is essential ?— 
Quite. 

7696. Convertibility from gold into silver, and also 
from silver into gold ?—Y es. 

7697. You also know that the Government of India 
do not propose, at present, to have convertibility from 
silver into gold ?—Yes. 

7698. And that you consider a very radical defect 
in their proposals?—Yes. 

7699. (Mr. Campbell .) You expressed the opinion 
that it might take 18 millions or 20 millions of gold 
to establish a gold currency ?—Yes. 

7700. Would you propose to acquire that by 
borrowing, or by the natural operations of trade ?— 
The Indian Government would have to borrow 18 or 
20 millions of gold in order to get their gold for their 
treasury, just the same as other Governments have had 
to borrow. 

7701. But if they could get it by trade balances 

-?—They could not get it in any other way 

except by borrowing. They would require that in 
addition to the trade balances, because they would 
have 18 millions or 20 millions of gold notes out. I 
do not know the exact amount, but I take it at 
20 millions. 

7702. That would be if convertibility were declared 
right away ?—I started on the assumption that the 
Indian Government had 20 millions of notes out, ar.d 
that they would have to borrow a sufficient, amount 
of gold so that the notes that they had out should 
always bn convertible into gold. They would then 
use their silver for fractional currency, and the balance, 
of trade would then supply India with the other 
amount which she would want if they adopted a gold 
standard. That is what I started with. 

7703. Then you would not approve of deferring 
convertibility until gold had accumulated gradually ? 
—I did not say that you would get the whole 
20 millions in one year. You might get it in 
18 months or two years, or three years ; but when 
they had the gold for the notes that they had issued, 
the whole scheme would become effective. I know 
Sir Edgar Vincent thinks that you have only to 
declare that sovereigns are legal tender at a certain 
rate, and do nothing more. He says that is what he 
did in Egypt; but I do not think the two cases are at 
all analogous. 

7704. You think it is most important in the 
interests of India that everything should he done to 


increase the volume of her exports and the balance of 
trade ?—Yes, you will have seen that in America. 
You cannot get over the fact that twice in ten years 
they had a financial crisis, and that the moment the 
exports became so great, gold went into the country, 
and not only gold, but they bought a great portion of 
their own securities back. 

7705. You said you thought that it would be 
desirable to raise the ratio higher than Is. 4of. ? —I 
thought that if you could raise the ratio higher than 
lx. 4 d. the Indian Government would save money 
which would repay them, but I am not sufficiently 
acquainted with India to know if that is possible. 

7706. Have you considered the effect that that 
might have on the export trade ? A rise from G. 4cl. 
to Is. (id., supposing the sterling price of produce 
remained unchanged, -would mean a fall in the rupee 
price ?—1 know that is an argument which has been 
continually put forward, and 1 think if you look at 
the figures which the Indian Government gave you, 
you will find that the largest export of wheat was in 
1893 when the rupee was at G. (id. 

7707. (Sir. I). Barbour.) It was in 1891, I think 
that the exchange was G. 6 d. ?—At any rate the 
largest export of wheat you ever had from India was 
when exchange was G. (id. 

7708. (Mr. Campbell.) Exchange, of course, is not 
the only factor in the business ?—Oh, no. 

7709. There is the question of seasons, crops, prices, 
and so on ?—I mean I do not think you could argue 
on trade only; it depends on a great many other 
circumstances. 

7710. Then you contemplate also that, when the 
gold standard was established, gold might have to 
come home as well as to go out at a certain time ?— 
Certainly. 

7711. That would be acted upon by trade, in the 
same way that gold might go there to a large extent 
in one season and come away in another season ?—I 
do not think you could have a gold standard and a 
goid currency unless you make up your mind that gold 
must go out sometimes. 

7712. (Mr. Hambro.) Is it not the fact that dealers 
in money, or the people who move capital about from 
one spot to another, very rarely employ their money 
for more than three months at a time ?—That is quite 
so. I have already said so. 

7713. Your great idea is that the export trade is 
the great thing to be cultivated?—Yes. 

7711. That would be most likely to increase, would 
it not, if more capital went into the country ?—I do 
not know India. I do not think you can ask me a 
question of that kind when I do not know India 
at all. 

7715. There is a great deal of uncultivated land 
there, is there not ?—That I do not know. 

7716. But I am stating that to you; there is a good 
deal of uncultivated land in India, and you have 
suggested that tobacco could be grown ?—Yes. 

7717. That would require capital in order to be 
grown to any extent; I mean if capital could go there 
to increase production that would be a good thing?— 
Ho doubt it would. 

7718. Do you not think it would be most likely to go 
out if the rate of exchange was more stable, as it 
would be with a gold standard, for instance ?—My 
peisonal idea is that capital will flow to any country 
if you can show a great profit for the capital. If you 
cannot show a profit the capital does not go. 

7719. You do not think that the exchange being 
fairly permanent would be far more likely to take 
capital there ?—As a matter of course, if you are going 
to have a state of affairs where the exchange is likely 
to continue falling on account of the depreciation of 
silver that will affect the country very adversely, but 
minor fluctuations would not affect the influx of 
capital if you were to show a large profit, 

7720. Do you not think that everybody who has 
the moving about of capital would be much more 
likely to bring capital to India if he saw that there 
was actual gold in India than if he was only told that 
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he could buy bills on London ?—I think tlmt no bill 
scheme, if I may use the expression, like Mr. Lindsay’s, 
will have any effect on people’s minds. 

7721. And confidence is the thing that you really 
want ?—I do not think that any bill scheme would 
bring about confidence, 

7722. And confidence is the thing that would take 
capital there ?—Yes. 

7723. Suppose you went on to a real gold currency, 
do you think it would be more easy for the internal 
arrangements of that currency to be properly looked 
after by a bank like the bank of England, or the Bank 
of France, or the Bank of Germany, rather than by the 
Government ?—The internal arrangement of the 
currency is always better looked after by a bank than 
by a Government. The best proof you have of that 
is in the case of America, where the tendency arose 
twice to mix up the measure of the currency with the 
wants of the Treasury, The accounts were not kept 
sufficiently distinct. A bank would know that they 
were under the necessity of redeeming their notes in 
gold or silver, and they would keep the money market 
easy. In fact, a bank would never have allowed the 
stringency in the money market to arise as it did 
the other day in India, because they thought they 
could not convert their notes. 

7724. I think America is a very good example, 
because although the law of America prescribes that 
one dollar shall be equal to another dollar, yet con¬ 
fidence has not always entirely been reposed on that 
statement ?—I do not understand that question. 

7725. In America the law states that one dollar 
shall be kept equal to another dollar; that the silver 
dollar shall be as good as the gold dollar ?—I do not 
think anybody knows exactly what the American law 
does say. I do not think that the law is that the gold 
dollar is equal to the silver dollar. 

7726. What I wanted to put was this, that as soon 
as the gold did disappear from the American Trea¬ 
sury, people lost to a certain extent their confidence 
in the power of America to maintain the par of ex¬ 
change, and therefore visible gold is necessary ?—The 
Government considered that they had sufficient gold 
to redeem their bank notes, and I can only suppose 
that they had to use that gold for Government pur¬ 
poses; but circumstances arose when there was no 
gold there and no notes, and therefore they had to 
make a loan. 

7727. The moment the visible supply of gold 
disappeared the people lost confidence. You will not 
get confidence unless you have the gold there ?— 
Certainly not. 

(Sir F. Mowatt.) I should just like to understand 
that last answer. When you say unless you have 
gold there, do you distinguish between gold lodged in 
India and gold lodged in London ? 

(Mr, Hambro.) I distinguish between currency and 
standard. 

7728. I do not know whether you thought that 
Customs duties ought to be payable in gold or not ?— 
I did not go into that at all. I simply pointed out 
that at one time the Bussian Government and the 
American Government did get a stock of gold by 
making their Customs duties payable in gold, but I 
personally did not advocate anything of that kiud for 
India, because I do not pretend to know anything 
about it. 

7729. (Mr. Le Murchant.) If such measures as you 
were describing for the introduction of a gold currency 
were adopted and it seemed likely that say, three 
yefjrs would be taken to establish the system, do you 
think that public confidence would be so far 
<ndned-as to prevent stringency and very high dis¬ 
count rates in the interval ? Do you think that capital 
would be attracted during that time into India so as to 
counteract the pressure for money ?—You are raising a 
very big question there. You have had very great strin¬ 
gency in the money market in this country, and yet 
you cannot say that there is no confidence in the 
currency here. It is very difficult when you do not 


know India, or when you have not all the facts before 
you, to distinguish exactly. 

7730. There would be no necessary connexion 
between a rate of exchange of, say, li. 4 d., and a high 
rate of discount ?—I do not think so. 

7731. If the gold standard and currency were 
established, do you think that would assist the con¬ 
struction of railways and the opening up of the 
country ?—No, I do not say that the gold standard and 
gold currency would assist the construction of rail¬ 
ways ; but I think a gold standard and a gold currency 
would bring about what I call free trade in currency. 
As far as I understand the question, the natives (and 
in the word “ native ” I include real natives and the 
Europeans there) complain that the present arrange¬ 
ment brings about a false stringency in the money 
market which is injurious to India. I think that is 
the great complaint they have made, and they say that 
the dearness of money is destroying their trade. One 
of the chief objects that this Committee has is to find 
a remedy for that state of affairs. I say you cannot 
reopen the mints to the free coinage of silver; you 
are not prepared to go in for bimetallism, and there¬ 
fore nothing remains for you in reality but to have a 
gold standard and a gold currency pure and simple. 
My opinion is that what is called a gold standard, 
regulated by bills, would not bring about an ease in the 
money market. 

7732. Speaking generally, ease in the money 
market would contribute to the introduction of capital, 
would it not, and the general development of enter¬ 
prise ?—Certainly. 

7733. And would that, in your opinion, lead to 
development of exports ?—I have no doubt it would. 

7734. Trade generally would follow that lead ?— 
Yes. 

7735. I think you were speaking of making the 
Government note issue convertible into gold ; would 
you propose to limit the issue of notes, as the greenback 
issue, for instance, is limited by an Act?—What I under¬ 
stand to be. the present position of India is this. The 
Indian Government has 20,000,000/. of notes in circu¬ 
lation ; I should propose that there should be gold 
held in reserve against those notes, and that after¬ 
wards anybody who chose to send gold into the new 
Indian Bank or new Indian Treasury could get notes 
too. 

7736. binder the existing regulations the public can 
claim that notes shall be issued to them against pay¬ 
ment of rupees. So long as that option is open to 
them, would they not be able to convert rupees into 
gold without limit ?—As a matter of course, if you 
introduce a gold standard and gold .currency, you would 
have to stop that option. 

7737. You would impose a limit in that way ?— 
Yes. 

7738. If such a bank as you alluded to were to be 
established, would it nor be essential that it should 
have wide business relations with the country ? If it 
were confined to a limited scope of operations, would 
it be in sufficient business touch with the community 
to exercise influence on currency and exchange ?—-I 
do not pretend to know sufficient of the circumstances 
of India to be able to say what would be necessary. All 
the European banks have a large business besides the 
currency, and I do not know how far that would be 
necessary in India. I have not sufficient knowledge 
of it to say. 

7739. In the absence of extensive independent 
business relations, would it not partake of the nature 
of a Government office ?—I am not sufficiently 
well acquainted with Indian circumstances to give 
an answer to that. 

7740. (Sir J. Muir.) If I understand aright you 
stated that you approved of the closing of the mints, 
provided the Indian Government could not raise the 
nocessarv funds otherwise by increased taxation ?— 
Yes. 

7741. But if it could be proved that that was 
possible, then would that alter your opinion?—Well, 
I have always been told it is impossible. 
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7742. A great many of the merchants of India 
think it is possible. Supposing they are right, would 
that alter your view?—That is not a point on which 
I would like to give an opinion. I have always heard 


from high authorities that it is impossible, and I am 
obliged to believe them. 

7743. {Chairman.) Is there anything that you 
would like to add that has not been asked you ?—No. 


The witness withdrew. 


Sir Frank Forbes Adam, C.I.E., called and examined. 


7744. {Lord Balfour of Burleigh.) You are, I 
understand, a partner in a firm doing a large business 
with India in exports from this country ?—That is so. 

7745. Those exports are mainly textile ?—Yes. 

7746. You were resident in India for 18 years 
from 1872, and have been resident in Manchester 
since that time ?—Yes. 

7747. You come to state your own opinions and 
those of the Manchester Chamber of Commerce, so 
far as they are in keeping with a resolution passed by 
the board of directors of the chamber on the 8th June 
1898?—Yes. 

7748. That resolution is this: “That it is neither 
“ possible nor expedient to establish a gold standard 
“ with a gold currency in India under the peculiar 
“ external financial relations and economic circum- 
“ stances of the dependency. And that in the opinion 
“ of the chamber it wo Old be well in the interests of 
“ India to adopt the principle that the mints should 
“ be reopened to the coinage of silver, the time and 
“ conditions to be hereafter determined”?—That is 
the resolution. 

7749. And that is the expression of opinion of the 
Manchester Chamber of Commerce with which you 
associate yourself?—Yes. 

77<50. Now in the first instance were you opposed 
to the closing of the mints in 1893 ?—I gave evidence 
before Lord Herschell’s Committee for the purpose 
of showing that, in my opinion, the necessity had not 
been proved. 

7751. Were you, or were you not, opposed to the 
closing of the mints in 1893 ?—I was opposed. 

7752. Would you give us your reasons? — My 
reasons at that time were, first, that the necessity for 
closing the mints hand not been shown ; secondly, 
that to close the mints to the free coinage of silver 
and not to introduce in its place a gold standard with 
an effective gold currency would prove a failure ; that 
by divorcing the price of the rupee from the silver 
it contains, the export trade of India would bo handi¬ 
capped in the progress of years; although it might 
take some years to show it, in the progress of years 
it would certainly be handicapped in competition with 
other silver-using countries, which hau the benefit of 
cheap silver. As far as I remember, those amongst 
others were the reasons that I gave to the Herschell 
Committee. 

7753. Is there any other reason ?—I am speakihg 
from recollection, but I think I also pointed out that 
India had benefited, and had been more prosperous 
under a low rupee, and that if the mints were closed 
to the free coinage of silver, and the balance of trade 
did not turn sufficiently in favour of ludia to lead 
people to tender gold to the Treasury for which they 
were to receive 15 rupees per sovereign, in that ease 
stringency of money would gradually arise, which 
would prove prejudicial to the export trade of India, 
upon which the Government of India would chiefly 
rely for maintaining a fixed par of exchange at Is. 4d. 

7754. Have the expectations of the Government of 
India, upon which they closed the mints, been realised ? 
—I think the Government of India have been dis¬ 
appointed in their expectations. 1 understand that at 
the time of the closing of the mints in 1893, it was 
expected that the exchange value of the rupee would 
at once be raised to Is. 4 d. and remain there steadily; 
that gold would be teudered by the public in exchange 
for rupees at the rate of 15 to the sovereign, till in the 
currency reserve gold became substituted for rupees ; 
that then, as more sovereigns were tendered to pay 
ftir a favourable balance of trade, Government would 
buy silver in the open market, coin rupees therewith, 


and pay them out in exchange for sovereigns at the 
rate of 15 to 1. In this way autonomy was to be 
reached, stability won, and a regular supply of currency 
eventually secured. The result has been a disappoint¬ 
ment. The rupee has not been raised to Is. id. in 
the way anticipated, stability has not been won. No 
gold to speak of has been offered in exchange for 
rupees. But a contraction of the currency has created 
a gradually intensifying stringency in the Indian 
money markets that has caused widespread dissatis¬ 
faction and produced a condition of things that is 
pronounced in both European and native mercantile 
opinion to be intolerable and unbearable. 

7755. As a matter of fact the rupee for a certain 
interval of time has been very near Is. 4 d. ?—The 
rupee has touched Is. 4 d. lately, and again gone back ; 
but I am speaking over five years, and for three of 
those years the rupee was very low. A year ago it 
commenced to advance, and six months ago it reached 
Is. 4 d., and rather over. Since then it has again 
declined. 

7756. Do you think capital was being remitted 
home fropi India before 1893 ?—I think there always 
has been a certain amount of capital remitted home 
from India, and always will be, for the reason that a 
great number of men who go out in various capacities 
to India, either as Government servants or otherwise, 
invest their savings in India very often while they are 
there, but when they return to this country they 
prefer to bring with them what savings they have and 
invest them in securities that they can watch more 
easily than they could at so great a distance as in 
India. I think there may have been also, with regard 
to banking institutions and mercantile firms, a transfer 
of accounts. That is to say, that banks and 
merchants who may have held their money in India 
may have transferred it after the mints were closed. 

7757. But my question was before 1893 ?—Ido not 
think there was any great transference. 

7758. Do you think it has been transferred since 
1893 ?—Yes, in account. I should like to explain 
that if I may. Of course, if you have money in this 
country under closed mints on deposit, and you wish 
to transfer it to India, you must buy commodities if 
the rate of exchange is not at a price which would 
enable you to send gold and receive rupees from the 
currency reserve in India. If you buy commodities, 
and when they arrive in India you sell them and 
receive rupees already in circulation, you take those 
rupees either from a deposit already existing in a 
bank and transfer it into your name, or you take 
them from the open circulation, in which case you 
reduce the accommodation which may be required by 
the man to whom you pay them over in excimnge for 
your produce, but you do not add in any way to the 
active and effective circulation. 

7759. I need not ask you, I suppose, this question : 
You are not satisfied with the present state of affairs? 
—No, I think the present position of affairs is work in ^ 
towards a state of matters which will prove very 
serious to the prosperity of India. 

7760. Are you able to say whether Indian discount 
rates have been higher since 1893 than they ever were 
before ?—I think, undoubtedly, they have been t»rV 
much higher during this last two years than they 
were for a long period before. I am speaking from 
recollection now r , but it must be 20 years ago—I am 
sorry I cannot give you the year—when for a short 
time the rates were high, but I think myself that 
never before, at least, not in the memory of any of us 
have the rates of money continued so high as they 
have been during the last six months, and for a part of 
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1897. I think on the average they were higher in 
1896 than in 1894; higher in 1897 than in 1896, and 
higher up till now (the average I mean) in 1898 than 
in 1897. 

7761. I suppose that yon are familiar wiih the 
circumstances of 1889-90 ?—I was in India in 1889. 

7762. The maximum rate in both those two years 
was very high in each case in the early spring ?— 
Yes, for a month or two the rates were high. 

7763. And again in 1894 ?—Yes, for short periods. 
I dare say you have already had evidence before you 
that in India we have an active export season, and a 
slack season, and for a certain number of months 
the value of money of course rises. 

7764. I imagine the point you want to establish is 
that the closing of the mints has made the rates go 
up higher than they have ever gone before, and higher 
than they would have gone except for the closing of 
the mints ?—I did not want to establish that they had 
gone up higher than they had ever gone before, though 
I think that is the case. What I wanted to establish 
was that the stringency had lasted very much longer 
than it ever did before, and that trade had suffered in 
consequence. 

7765. And is it your position that that is entirely 
due to the action of the Government, or do you think 
there are any other circumstances which contributed 
to it?—My opinion is that practically it is the result 
of the closing of the mints to the free coinage of 
silver. My reason for saying that is this. So far as 
regards capital going for temporary purposes to India, 
that is, when rates are low here and high in India, I 
do not think that we have ever had any experience cf 
that in India. They have been high for three months 
or more—very much higher than in London—and we 
have never had any experience of money being sent 
out for those three months, although under the ex¬ 
change bank arrangements it was perfectly possible 
for anyone fending out money to arrange with a 
certain loss to cover the return of that money after it 
had been employed at a high rate for some months. 
It is proof to my mind that stringency has been caused 
partly by the closing of the mints, if not entirely, that 
while the tightness only lasted in previous years for a 
short time, in the last few years it has been very 
much prolonged and intensified. 

7766. I understand from your paper, not only that 
you are dissatisfied with the present state of affairs, 
but that you dislike ihe proposals of the Indian 
Government to remedy that state of affairs ?—Follow¬ 
ing on what 1 have already said, that the stringency 
is regarded generally in India as unbearable, if the 
Government of India for the purpose of removing 
what they call a redundancy of rupees desire to 
increase that stringency, I think it will be most 
disastrous to the trade of India. The proposals of 
the Government of India will, if given effect to, 
still further augment money stringency, embarrass and 
clog the wheels of trade, and thereby prejudice the 
favourable balance of trade that alone can enable 
Government to dispose of, annually, their Council 
bills at or near Is. 4d. Secondly, they will fail to 
promote confidence or attract capital for the develop¬ 
ment of Indian industries. Thirdly, they will cause 
a loss in disposing of 10 or 20 crores of rupees as 
silver, that it is not possible approximately to estimate. 
And, fourthly, they will increase the difference between 
the value of the rupee and the value of the silver of 
which it is composed, thereby further affecting ad¬ 
versely India’s competition with countries on a purely 
silver standard. 

7767. Do you consider, in the interest of the trade 
of India, that a rupee falling in value and cheap 
silver with open mints would be an advantage to the 
country?—I think, during the 20 years from 1873 to 
1893, when we had with fluctuations steadily falling 
silver and open, mints end a falling exchange, India 
was exceedingly prosperous. 

7768. What is the test of prosperity that you apply ? 
—The exports and imports of the country, doubled 


nearly in those 20 years in value and more than 
doubled in quantity. 

7769. In what respect do you think the trade 
of India, judged by exports in the first instance, has 
been prejudically affected since 1893 ?—That question 
is a very difficult one to answer specifically. It is 
hardly susceptible of mathematical demonstration; 
but if my general principle is right, that exports from 
India are promoted by a plentiful supply of silver and 
a low exchange, as I believe they were promoted 
during these 20 years, then the converse holds true, 
that stoppage of coinage and a higher artificial ex¬ 
change must have retarded exports. 

7770. Is it a low price of silver or a falling price 
that you attach importance to ?—I think the cheaper 
India can get her currency the better, and the worse 
for producers of silver in America and elsewhere ; but 
also there is this disadvantage to India, that if the 
exchange value of the rupee is higher than the value 
of silver, then China and other Eastern countries get 
the benefit of the cheap silver in competition with 
India. 

7771. How low would you like to see the rupee 
fall for the benefit of Indian trade ?—If you were to 
say to me, “ Would you be prepared to advocate the 
“ reopening of the mints if you knew that silver was 
“ going down to the equivalent of Gd .”—— 

7772. You mean till that was the intrinsic value 
of the rupee?—Yes ; I should of course have great 
hesitation in answering, not because I should be 
afraid of silver going down to Gd. over a great 
number of years, so long as silver remained the effec¬ 
tive standard in India, but because any sudden fall, 
or a fall over two years, or even three years, would 
naturally, as India develops slowly, pul the Govern¬ 
ment of India into very serious difficulties in raising 
revenue to meet their charges. 

7773. But would you regard with equanimity a fall 
to Gd., or anything approaching a fall to Gd , over a long 
period of years ?-*-L would not fear to face the risk of 
it if it were spread over a long Beries of years. 

7774. Do you know, supposing such a thing were 
to happen, what amount of taxation would be involved 
to enable India to meet her liabilities ?—I know it 
is enormous; but judging from the fact that India was 
able in the 20 years, from 1873 to 1893, without any 
great increase of taxation, to pay her way under very 
difficult circumstances—being in difficulties on a great 
many sides while exchange fell from Is. lOri. to Is. 2d., 
that is 8 d .—I think over a loDg series of years the 
development of the country would agaiD enable her 
by various methods, not chiefly by increased taxation, 
but by the*gradual development of all sorts of revenue, 
to pay the large sums which she would have to pay 
if the exchange went down even to the neighbourhood 
of 6d. 

7775. What is the remedy that you yourself would 
suggest ?—1 was not going to • suggest any remedy, 
but may I say this : When you asked me whether I 
would fear a fall to Gd., my answer might have led 
you to suppose that I had some apprehension that 
such a heavy fall is within the bounds of probability, 
which I thiuk it is not. 

7776. I want to know, assuming, as I know you do, 
that the present state of matters is unsatisfactory, what 
is the course which you with your experience would- 
like to suggest to the Indian Government ?—Speaking 
to-day as representing the Manchester Chamber of 
Commerce, and the resolution which-you hove kindly 
allowed the Committee to have read to them, I would 
say that their policy, and what they think it would be 
best to do, is not to attempt to go any further with 
artificial experiments, but meantime to let things 
remain as they are. They believe that withiil a 
reasonable period an opportunity will arise, either by 
the price of silver rising in the market, or by exchange 
under the present regime falling, or partly by both, 
for the value of silver and the value of exchange 
to -approximate. 

7777. What you mean is that the exchange value of 
the rupee and the intrinsic value of the rupee might 
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in the near future approach nearer one anotiier ?— 
Exactly; and they would then wish to see, and I agree 
with them, the mints reopened to the free coinage of 
silver, 

7778. Do you think the prospects of the silver 
market and the silver production in the world holdout 
any hope of that consummation ?—I thiuk so. I think 
the prospects for the increased demands of silver, 
especially if India were to reopen the mints, are very 
great indeed. 

7779. Do not let us confuse two things. I thought 
you said the exchange value and the intrinsic value of 
the rupee might approach nearer together. I think 
you must take it on that basis ?—What I am going to 
say would still apply to your question. For instance 
take the case of China, which is gradually waking up 
from the sleep of centuries and is going evidently to 
he openetl up in all its provinces by the rivalry of 
European powers very rapidly. I think China will 
absorb large quantities of silver; and there are other 
countries also. Already silver is going to Africa: 
that will be of course much more slowly, but I think 
we inay expect a very considerable change in the 
course of, say, the next 15 or 20 years. 

7780. Let us assume that this consummation does not 
come about, and the exchange value and the intrinsic 
value of the rupee do not begin to approximate, how 
long would you be prepared to wait under the existing 
state of affairs ?—Personally, 1 believe India should ns 
soon as possible get on to a sound basis and reopen 
the mints. 

7781. When you say India should get on to a sound 
basis you mean India should reopen the mints ?— 
Eeopen the mints and return to what is commonly 
called the honest rupee. 1 should explain here that 
the Manchester Chamber of Commerce, who unani¬ 
mously passed the resolution ycmr lordship lias 
read, are not of that opinion. They believe that, 
without fixing any time—it may be one year or two 
years—a better opportunity will arise for reopening 
the mints without the dislocation of trade that would 
occur if the mints were reopened at present, and they 
would rather wait for that opportunity than that the 
Government should go on with further experiments 
which they believe will only aggravate the present 
difficulty. 

77811. In your paper you tell us also that you have 
studied the Lindsay scheme; you say it is ingenious 
and eurefully thought out, and is preferable to the 
Government scheme, but you state that you have some 
objections to it ?—The first objection is that it is wrong 
in principle, being an artificial scheme, and I do not 
think that anything artificial in the way of a currency 
scheme can stand the test of time. Secondly, it might 
break down in the time of stress or under the opera¬ 
tion of a specific attack, and therefore it can never 
command confidence — confidence being essential to 
the success of any scheme. Thirdly, it provides for 
convertibility, but under the management of Govern¬ 
ment, and its so-called autonomy arrives only with 
success. Fourthly, the liability of Government under it 
is indefinite. Fifthly, it also contemplates a restric¬ 
tion and, under certain circumstances, the withdrawal 
of rupees from circulation. Sixthly, it proposes to keep 
a reserve of gold in London ; that seems to me to be a 
confession that it is not a suitable currency for India. 

7783. Almost everybody, as you heard me suggest to 
Lord Rothschild, tells us that for the active daily 
transactions of Indian life, gold is not a suitable 
currency ?—It is not suitable. 

7784. What are the precise risks of the scheme 
breaking down which you refer to in your second 
objection which you have just read to us ?—I could 
imagine certain circumstances arising with regard to 
the balance of trade between India and this country, 
and with regard to the price of gold in India and the 
price of silver in Indians commodities, which working 
together would create at Is. 3 \d. such a demand for 
bills to be paid out of the reserve with the Bank of 
England as would cause it rapidly, and almost 
immediately, to disappear. 


7785. Where do you think it would go to?— 
What might happen would be this. The natives of 
India, who are always on the watch for a profit, and 
who understand the changes of the markets and the 
movement of the exchanges in a very remarkable 
way, would always be on the alert to find an oppor¬ 
tunity when they could buy silver in England and 
sell it in the bazaars, and draw through the Govern¬ 
ment of India Is. 3|rf., receiving the money to pay 
for the silver in London. 

7786. But it would not, be silver, it would be 
rupees ?■ —No , simply for the open market, for 
ornaments, and so on, not for currency purpose's. 

7787. I do not think Mr. Lindsay contemplates 
exchanging silver ; it is rupees that he contemplates 
exchanging ?—But you were asking me under what 
circumstances I thought that the reserve could be 
attacked. 

7788. What I asked you was what are the precise 
risks of the scheme breaking down ; in other words, 
what are the circumstances which would prevent the 
Indian Government being unable to discharge the 
specific obligation which it undertakes under Mr. 
Lindsay's scheme ?—I quite understand your question, 
and what I wanted to show was one of the things 
that might happen ; that although it has nothing to 
do with Mr. Lindsay’s scheme, yet the natives of 
India seeing a large demand in the market for silver, 
would sell silver which they would buy in London, 
and they would pay for it in London by buying drafts 
on the reserve at the Bank of England, which is five 
millions to begin with, and that would cause that 
reserve rapidly to disappear. 

7789. Rut the Indian gentleman you are referring 
to who would indulge in Such a speculation would 
have to pay rupees in silver ?—He pays rupees to the 
Government, and receives gold bills on London. 

7790. How would it help him to do that?—He 
would make a profit on the silver ns a mercantile 
transaction. 

7791. Then if that possible danger is guarded 
against by, for example, a duty on silver, would you 
still say that there is a difficulty in that respect?—-It 
is very difficult to know how a duty on silver would 
operate. Jndia is a very large market for silver, and 
it is quite possible that not at first, but gradually, the 
price of silver in London might fall to 'the extent of 
tho duty or the greater part of it; things might 
equalise themselves in that way. If the Indian 
demand were entirely withdrawn by a duty which 
was intended to lie prohibitive, and which actually 
was prohibitive, I think it is likely that silver might 
fall to a point which might make it quite unsuitable 
for currency purposes. But I doubt if this is possible. 
If the duty were not effectively prohibitive, silver 
would continue to be imported. 

7792. Are there any other circumstances under 
which you think the Indian Government might be 
unable to fulfil its obligations ?—They might treat 
gold in exactly the same way. There is a demand 
for gold entirely outside any purposes which we have 
in contemplation now—simply as a commodity used 
for ornaments and for the settlement of speculative 
transactions in gold, such as the bars which you have 
seen to-day. 

7793. Will you just tell us what would lie the 
operation of that?—Precisely the same as what I 
have been describing with regard to silver. They 
would buy the gold iD London, pay for it with gold 
bills on the Treasury reserve in London, and sell it for 
rupees in tho open market in India. 

7794. What would they have given for these gold 
bills ?—They would have to pay rupees, of course. 
They would receive gold bills from the Government, 
aud they would pay into the Indiun Treasury 
rupees, and they would draw away the gold from the 
reserve in Loudon. 

7795. What makes you think that they would go 
on, to any large extent, paying for their gold bills in 
rupees?—It is impossible to say to what extent it 
would go. I am only indicating, in answer to your 
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question, the different ways in which it might be 
possible to attack the reserve. 

7796. But in addition to the theoretical objection 
as to the scheme breaking down, I wanted to know 
what you put before ns as to the practical difficulty 
in the way of the scheme ?—I have gone into the 
scheme thoroughly, and I know what labour and pains 
have been taken to produce it; but I must confess 
that I fail to see any promise of lastingness in it. 

7797. Have you, or have you not, formed any idea 
of what number of rupees would be sacrificed by 
those who possess them in India for the purpose of 
getting gold ?—You have had figures before you 
showing the very large constant demand for gold for 
India for other than currency purposes. Where that 
gold goes to is a question that has always been open 
to considerable difference of opinion. 

7798. Granting the demand, do you contend that 
the Lindsay scheme would supply gold to the native 
of India cheaper than he can get it in any other way ? 
—I can imagine, at some times of the year, circum¬ 
stances arising in connexion with trade movements 
which would lead to the native of India beiDg able 
to use the facility offered by Government for drawing 
gold bills on London to un extent that it is quite 
impossible to estimate; it might be very large indeed. 

7799. Could you not make that a little more 
definite ? Just tell us fh8 precise dangers and circum¬ 
stances to which you allude ?—I have answered your 
question with regard to the definiteness of it bctii in 
regard to silver and gold. 

7800. But in answer to me just now you said that 
you could imagine circumstances under which the 
native of India would be. induced to use the Lindsay 
Bcheme for getting this gold. I want to know 
whether you can tell me any more definitely what 
those circumstances would be ?—What I had in my 
mind was when the actual balance of trade was not in 
favour of India. Say in the dull seasons, when exports 
might be slack and imports fairly active, exchange 
would tend towards 1*. 3\d. till it arrives at Is. 3ft/., 
when ’it might become a fetter rate than the native 
could get in the open martlet. 

7801. Then is it Mr. Lindsay’s scheme, root and 
branch, that you object to, or to the precise figure of 
1*. 3ft/.?—1 do not think myself that any rate you 
could name would give it that element of assured 
success that any scheme, to work permanently, must 
possess. My opinion is that the scheme, as presented 
to us, is such that there is a possibility of failure, and 
that that possibility of itself would lead to a want of 
confidence, and that want of confidence alone would 
put in operation all the adverse factors, and would 
lead to a break-down, sooner or later, no matter 
whether it was fixed at Is. 3 \ci. or at Is. 3 d. or any 
other approximate rate. 

7802. As fur as I understand, you do not yourself 
advocate the reopening of the* minis. I mean in the 
circumstances in which we now stand ?—Are you 
asking my personal opinion, or are you asking me as 
representing the Manchester Chamber of Commerce ? 

7803. I want your opinion ?—My own opinion is 
this, that we will never have a sound currency in 
India till either the mints are opened or we are on a 
gold standard with a gold currency; that a gold standard 
and a gold currency are not suited for the needs and 
circumstances of India, and therefore that the sooner 
we get back to open mints and the free coinage of silver 
the better. But I am bound to admit that if you did it 
"at once or suddenly it would cause dislocation, and for 
years the Government of India would be sore set to 
find an equilibrium for their Budgets. Still, so 
strongly do I feel the importance of getting back to 
a sound principle with regard to currency, that I 
personally would be prepared to face that. But I 
want to be allowed to emphasise the fact that I am 
expressing my own opinion. The opinion of the 
Manchester Chamber of Commerce is that the cons 
outweigh the pros in that respect, and they advocate 
a temporizing policy. 
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7804. Have I missed any point in your paper that 

you would like to lay stress upon?—I have con¬ 
sidered what I understand has been a point of some 
controversy in regard to the importance of a fixed 
rupee in contra-distinction to a fluctuating rupee. My 
experience has been that, so far as .regards foreign 
trade, although a fluctuating rupee- 

7805. Do you mean a fluctuating rupee or a fluc¬ 
tuating exchange ? — A fluctuating exchange value 
of the rupee. Although it Ib exceedingly inconvenient, 
it has not diminished, over the average of years, the 
foreign trade of India. We are accustomed to fluctua¬ 
tions in the prices of cotton, cloth, and freights, and 
all the factors that go to make up a price fluctuate. 
Exchange since 1873 has fluctuated much more than 
it did before; and those actively engaged in busi¬ 
ness have had to take that into consideration, and 
it has been an inconvenience—nothing more. That 
is a point I should like to put before the Committee. 
Of course, if they got a stable rupee it would be more 
comfortable no doubt, but I think it might be bought 
too dearly. 

7806. Is there any other point you wish toemphasise ? 
—I wish also to refer to the fact of the low rupee 
having been a benefit to India from the producing 
point of view. That is also a point which is greatly 
controverted. You very often see it stated that 
exchange means nothing, that it is only a medium ; 
and that if in India exchange falls, the producer 
cannot possibly be benefited : at whose expense, it is 
asked, is he benefited ? I think that all men who are 
engaged in the foreign trade of India have found 
that while the rupee was falling, and prices in gold 
were falling, producers- in this country, and in gold- 
standard countries, were suffering to such an extent 
that the landlords had to reduce their rents 40 and 50 
per cent., yer, owing to the ptiee of silver falling 
simultaneously—silver remaining a stable standard in 
India—and owing to the greater number of rupees 
that producers therefore received in India they did not 
suffer during the fall of gold prices; they were 
prosperous. 

7807. Is it your opinion that the number of rupees 
that the actual wage-earner receives increased, or was 
it the middleman—the trader—that got the benefit?— 
I think, if you call the merchant a middleman, he gets 
no benefit, because he has simply, at a higher or lower 
rupee, to conduct his business on the factors of prices 
ns they exist, and he has exchange as one of the 
factors in making his calculations, and the competition 
and higgling of the market forces him to conduct his 
business regularly on very small profits. When you 
come to the middleman in India, the man between the 
cultivator and the European shipper at the ports, you 
find his business is conducted in precisely the same 
way ; a low or a high rupee is a very small matter to 
him unless he is a speculator. I am speaking of the 
way in which merchants legitimately conduct a mer¬ 
cantile business. I maintain that the money does go 
into the hands of the cultivator. If you take the 
ordinary wage-earner—I have no doubt there are 
gentlemen round this table who will correct me if I am 
wrong—I remember going into this in India, and I came 
to the conclusion that among the cultivating classes— 
aud you know that out of the 300,000,000 of the popu¬ 
lation of India, 60 or 70 per cent, are more or less 
connected with the soil—of these 70 per cent, one- 
fourth only are wage-earners in the true sense of the 
term, and the other three-fourths are actual cultivators 
of the soil. The cultivators themselves receive the 
increase and are able to extend their cultivation, and 
to buy more Manchester goods. The wage earners 
benefit very slowly, if at all. 

7808. Is there any other point that you wish to 
emphasise ?—There is the third point which I make 
in regard to India being a country that is absolutely 
dependent upon her exports and the extension of her 
exports and the success of her exports for paying her 
way. 

7809. But does India differ from any other country 
in that respect ?—1 hope not; but in this controversy 
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occasionally I have seen it stated that too much was 
made of the exports, and the Government of India 
appear to be of that way of thinking. 

7810. Is there any other point you would like to 
emphasise ?—I regarded the closing of the mints in 
1893 as a mistake at the time. The necessity was 
not proved. India was, and had been, prosperous. 
The foreign trade had year by year increased. Indus¬ 
trial enterprise, largely bused on capital supplied by 
England, had extended. Internal resources had de¬ 
veloped. Taxation had only been slightly added to. 
Loans for other than reproductive works had been 
comparatively small. Yet Government—notwith¬ 
standing famine, war, annexation of Tipper Bunnah 
and its settlement, coast defences, new arms of pre¬ 
cision, frontier and famine railways, and much unusual 
and, so to speak, non-recurrent unproductive expen¬ 
diture—had paid its way, while the exchange value 
of the rupee was falling from 1$. 10J<f. to Is, 2d. 
Government might safely have braved a further fall. 
I admit the great apparent direct loss to Government, 
and the difficulty and perplexity that must have 
worried finance Ministers in fashioning their Budgets. 
But these are not unmixed evils, they generate cure 
and economy and a watchfulness over expenditure 
which, when it is not for reproductive works, cannot 
be too closely scrutinised. And weighed against the 
general welfare of the country they are nothing. It 
is probable that silver, if the mints had not been 
closed, would not have fallen so low in price, measured 
in gold, as it has done. But no doubt great economy 
in expenditure and some additional taxation would 
have been necessary. Fresh taxation is, and always 
has been, a difficult and anxious question, but never 
fraught with the danger some would have us believe. 
If judiciously done, and all religious prejudices and 
social customs kept in mind, there is still room. Dis¬ 
satisfaction and widespread discontent are much more 
likely to arise from contraction of currency and a 
strangled trade and from silver bullion held in India 
not being min table, than from carefully thought-out 
methods of raising revenue by fresh taxation. To 
reopen mints suddenly would cause, under present 
Conditions, great temporary dislocation of trade. My 
own opinion is that it would be better to face this— 
short and sharp it would be—and get back to sound 
principles and an honest rupee by the quickest and 
directest route. But this is not generally held. It is 
thought by a temporary policy (no further experi¬ 
ments) an opportunity may come when, by a rise in 
silver, or a fall in exchange, or by both, a more 
favourable chance may before very long present itself 
for reopening the mints to the free coinage of silver 
without any material upsetting. The prospects of 
silver point to early extended use in Asia and Africa, 
and an improvement—slow, perhaps, and very gradual, 
but sure—in value. And were India to show she had 
not lost faith in its use as a standard, an example 
might be set that others would follow. For the pre¬ 
sent a level in price has been touched that indicates 
the worst that open mints would have to meet at the 
start. The. only other sound alternative—a gold 
standard backed by gold—is too costly a remedy. 
Gold is not suited to the wants of the country, and it 
could not be forced on the people. It would also not 
remove the advantage in competition of silver standard 
countries which India’s producers regard as a standing 
menace. 

7811. (Mr. Campbell.) You say that the Man¬ 
chester Chamber of Commerce is in favour of allowing 
things to remain as they are at present ?—Yes, in 
preference to taking any other course. 

7812. Is that because they think that the present 
scheme of closing the mints has not had a sufficient 
trial?—No, it is not for that reason; it is for this 
reason, that the proposals of the Government of India, 
ir\' their view, seem calculated to make the position 
worse than at present, and therefore they would not 
like anything more done in that direction. But at 
the same time as they are not in favour of opening 
at once the mints to silver, knowing as they do that 


if the mints were opened immediately and suddenly 
there would be a dislocation of trade and inconvenience 
for some time to the Government, they think it best 
to remain as we are, and to temporise in the hope 
that a more favourable opportunity will occur at' a 
future period for reopening the mints. 

7813. Of course you are aware that during the last 
two seasons money has been extremely stringeDt in 
Inflia ?—Yes. 

7814. It is apprehended that next cold weather we 
shall have a recurrence of that stringency ?—I have 
heard that, and I share the apprehension. 

7815. Now, has the Manchester Chamber of Com¬ 
merce had any method under consideration for meeting 
that point ?—None. 

7816. According to them the market must simply 
fight through it ?—The only proposal that I have heard 
—not from the Manchester Chamber—is that in the 
meantime the Government of India should buy silver 
and coin rupees and issue them, taking the profit, tut 
of course it would be useless to put that forward, 
because it would be directly opposed to the policy of 
the Government of India, which is to further contract 
the currency. 

7817. But do you not think, apart from that, that 
there are strong objections to allowing the Government 
to make a profit out of what you may call coining a 
dishonest rupee ?—I myself think it an unsound policy 
and objectionable. 

7818. Your own idea is to re-open the mints at 
once ?—Yes. 

7819. That would of course involve a tremendous 
dislocation of trade, and a very great fall in exchange? 
—It would. 

7820. Have you any idea to what extent exchange 
might fall ?—I should say that, seeing that when the 
mints were, closed the immediate effect it had was to 
drive down silver to a much lower point than it had 
been at before, the immediate effect of reopening would 
be to raise silver to a certain point, and I think—it is 
absolutely impossible to speak with any certainty as to 
what that point might be—but I should anticipate that 
it would be something over 30 d. 

7821. That would mean a fall of exchange to some¬ 
where about 1 Id. or Is.?—Yes. 

7822. Have you yourself any mode by which you 
would break that fall so as to obviate the incon¬ 
venience of such a dislocation of trade?—I cannot 
say that personally I have any mode, but I know 
that there are members of the Manchester Chamber 
of Commerce who think it might be broken by ap¬ 
proaching it gradually, that is to say, by beginning 
under the present • Government plan with a low 
exchange, something like l.v. 3d. or Is. 2d., or some¬ 
thing near it—I think different figures have been 
mentioned—and waiting for the next step till later. 

7823. Perhaps by offering 16 rupees to the sovereign 
instead of 15 ?—Yes. 

7824. Or 17 ?—Yes. 

7825. That would mitigate the disturbance ?—Yes, 
to some extent. 

7826. You were asked with regard to Mr. Lindsay’s 
scheme and the points in which it might possibly break 
down. Suppose that the balance of trade in India’s 
favour were from any cause to diminish very greatly, 
the tendency of ihat would of course be to lower 
exchange. Suppose exchange tended to go below 
1*. 3|</., which Mr. Lindsay puts as his minimum 
point, might not the Government be forced, instead of 
selling Council bills below that rate, to go to the 
Department and take their remittances in that form ? 
—It might be so, but I understood in reading 
Mr. Lindsay’s scheme, that his suggestion is that under 
no circumstances shall Government stop the sale of 
Council bills in the ordinary way. 

7827. I do not think be went so far as that. One 
of his points is that he would allow them to go to the 
Department so as to avoid the inconsistency of 
Government selling at on price and buying at 
another ?—Then under those circumstances they would 
certainly be forced to call on the reserve. 
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7828. And would not that lead to a very serious 

danger of the scheme breaking down ?—That is 
exactly one of the points that I had in view when 
Lord Balfour was examining me—that under those 
circumstances the scheme would probably break 
down. . 

7829. I did not think that point was clearly brought 
out ?—It was not clearly brought out, but I had it in 
my mina when I was endeavouring to answer Lord 
Balfour’s questions. 

7830. I think you said your opinion was that a high 
or a low exchange has a very important influence on 
trade balances ?—Undoubtedly. 

7831. And that if Government, in the adoption of 
whatever scheme they might adept, fixed upon too 
high a rate it might injure the export trade ?—I think 
so. 

7832. You also consider that the advantage of the 
fall of exchange goes to the cultivator ?— I think the 
greater part of the advantage of the fall of exchange 
goes to the cultivator. 

7833. We have heard that a fall of exchange is 
always followed by a fall in the sterling price of 
produce. T)o you agree with that ?—That has cer¬ 
tainly not been my experience. It is impossible to 
prove that by statistics. Statistics do not tell you the 
circumstances that fashioned them ; they only tell you 
in figures what has happened, hut I have known gold 
prices rising, and exchange falling, of a certain 
commodity, and gold prices of commodities not pro¬ 
duced in silver counties have fallen equally with these 
produced. 

7834. Would you say, in all probability, the effect 
is divided between the two ?—1 should say that there 
has been an influence—that it has had some effect over 
a series of years, but I would not divide it; perhaps 
you might say 75 to 25, or in that proportion. 

7835. That is to say, that the cultivator gets 75 
and the sterling buyer would get 25 ?—That is my 
view of it, as closely as possible. 

7836. (Mr. Hambro.) I did not quite appreciate 
cno of your criticisms of Mr. Lindsay’s scheme. 
You know at present India imports bullion to the 
extent of the bullion which goes into hoard, and I 
understand you think that a large further quantity 
would go into hoard, because they would be buying 
from the Exchange Department bills on London, and 
so would bring' in gold?—No, I cannot have ex¬ 
pressed myself quite clearly on that point. We know, 
of course, that gold is being continually imported, and 
it either goes into hoards or into ornaments, or dis¬ 
appears in some shape or form, but what 1 had in my 
mind was this : Supposing you had a balance of trade 
in any year, which was not much in favour of India, 
and simultaneously with that there occurred in India 
a large demand for gold for hoarding or other purposes, 
that would increase the run on this reserve through 
the gold bills issued by the Issue Department, and 
would, therefore, lead quickly to what Mr. Lindsay 
himself calls the point of apprehension. 

7837. It could not get beyond the amount of the 
cpin that was floating in money, or money would get 
light ?—That is so, but when you are paying gold and 
receiving rupees, 1 do not think there are any means 
of measuring amounts. 

7838. Have you any calculation as to how many 
rupees you could get out of circulation as money got 
tight ?—I do not think unyliody can express an opinion 
as to the number of rupees in India that are now 
hoarded, and it would be impossible to say to what 
extent they would come out under certain temptations, 
both Prom India and from places beyond oUr frontier. 

7839. Still, if the people, there supplied their hoard¬ 
ing instincts in that way, the balance of trade would 
probably right itself in time, and then exchange 
would go up again to a point that would bring in 
bullion if they did not want any more for hoarding ? 
—Quite so, but what I was trying to work out was 
this, that if people oace started an attack which would 
tend to break flown confidence, it would be very 


difficult to reinstate that confidence, even though the 
operation might be possible eventually. 

784d. You mean confidence on the part of the 
people?—Without public confidence I do not think it 
is possible to run successfully any artificial system and 
hardly with it in India. 

7841. You said that a low rate would increase 
exports. Did you mean by that a falling rate, or a 
rate that hbd got low, and was fixed low ? Suppose 
you take the rupee sb a token currency, as I suppose 
if it goes on a gold basis it would become?—Would 
it? 

7842. If you changed your basis to gold, and made 
gold your standard, I suppose the rupee would 
become a token coin ?—If you made a gold standard, 
and the ruDec became token, you would at once rob 
Ihdia of the advantage she has got from the silver 
basis. 

7843. If we go on a gold basis the rupee becomes a 
token ?—Certainly, if you have a gold currency. 

7844. (Mr. Le Marchant.) What do you consider 
was tho chief cause which has deterred (he public 
from tendering gold and asking for additional currency 
recently?—Under the system, of course, exchange 
really never arrived at the point at which it would 
pay anyone to send out gold and tender it in exchange 
for rupees at the Treasury or the Treasury reserve. 

7845: Do you think the high rate of interest and 
the absence of loanable capital was owing to an 
apprehension that exchange rates would fall as the 
year went on ?—I do not think so. I do not think 
very much of that question of the absence of loanable 
capital. I have always divided loanable capital in 
India into loanable capital which is regularly employed 
by bankers and merchants in moving backwards and 
forwards the foreign trade of India, and loanable 
capital, if it may be called loanable capital, which gbes 
out to India for permanent investment. If you offer 
an attiactive form of permanent investment yielding 
a high rate of profit, no account is taken at all of the 
fluctuations of exchange. Thirdly, there is rupee 
capital in India in the hands of the natives which is 
used for conducting internal trade. I do hot think 
any of these sources were affected by exchange fears. 

7846. How would rates be so high unless there 
was a relative scarcity of loanable capital ?—There is 
a relative scarcity of currency. The mints were 
closed five years ago. Immediately after they were 
closed two millions of silver which had been previously 
bought by the banks was allowed to be coined. Two 
millions were liberated by the Government of India, 
who decided to keep Government paper to that 
additional amount instead of silver against their note 
issue. Then a large number of rupees came out from 
hoards and were exchanged for bar silver. Natives 
bought bar silver at a low price, and they took the 
rupees out of hoard and put them into circulation. 
From these causes the extreme stringency took some 
years to make itself felt; but I think the stringency 
has lately been felt, and if things are left as they are 
it will become increasingly felt. Illicit coinage has— 
to the extent it exists—been a mitigation. 

7847. Why did not the high rate of discount attract 
more demand for rupee exchange on India for the 
purpose of using tho currency so obtained ? Pre¬ 
sumably it would have been a paying transaction to 
send money out in the usual manner of buying exchange 
and employing the proceeds ?—-As far as my ex¬ 
perience of Indian trade is concerned, and that is 
spread over 25 or 26 years, under no conditions and 
no circumstances have I ever known money sent out 
temporarily for the purpose of getting a high rate of 
interest for a few months. 

7848. Do you think that that may have been due 
in the past to apprehension as to a subsequent fall of 
exchange ?—I have no doubt it has had some influence, 
but I do not think it has been a chief or an important 
influence. 

7849. It has been commonly said, has it not, that 
the exchange banks withdrew a good deal of capital 
some years ago from India, and preferred to keep it 
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on this side ?—That is so. I speak in the presence of 
a gentleman connected with exchange banking ; I am 
not a director of any exchange bank, but I think that 
that is so, that they took capital which they held m 
India and transferred it and kept it in London ; but 
it still remained employed in conducting the foreign 
trade of the country, whether it was in London or in 
India. 

7850. But only if there was a demand for re¬ 
mittances to India ?—Or if there was a demand for 
moving produce in India ; they could draw upon their 
reserves in London at any time, they could use it in 
moving the foreign trade, whether the capital was 
resting in London or resting in India; it was always 
moving backwards and forwards. 

7851. If, on the other hand, rupees are required 
for moving produce in India, would it not be necessary 
for banks to send back their capital in some form, in 
order to get the rupees ? Would they not have to 
part with sterling for a time so as to acquire rupees ? 
—I understand your questions aro pointing to this, 
that in removing their capital from India to England 
it acted as one of the factors in bringing about 
stringency. 

7852. It was one of the circumstances that pointed 
in that direction ?—I have thought over that, and the 
opinion that I have arrived at is this, that under a 
closed mint if a bank hod capital which it was em¬ 
ploying in India, and wished to transfer to London, 
it had to buy produce, and it paid out rupees for the 
produce, and they went into circulation, so that there 
were no fewer rupees ; and as the produce came home 
they realised it for gold. It was only a transfer 
account on the part of the bank ; it did not lessen the 
number of rupees under closed mints that were in 
circulation. 

7853. But would not the bank be parting with 
that amount of currency, and so be in a less favourable 
position for making advances or discounts?—Not 
necessarily, because a man who received the bank’s 
rupees might bring them back and deposit them again 
in the bank. 

7854. Would not transactions of that kind tend to 
weaken the power of the bank for making advances 
in India ?—No, so long as the currency was there 
and effective, I do not think it would weaken the 
power of the bank. 

7855. Would not the disturbance of the balances of 
London banks tend to weaken their power of making 
advances ?—It would depend on several factors. If 
it was for the mere convenience of the banks, I do 
not think it would have any effect. If the move¬ 
ments caused distrust, that would be another question 
altogether ; but if it is only a matter of banking 
convenience, which the bank settles itself and nobody 
knows about, outside, I do not see that there need 
be any disturbance. 

7856. Would not the withdrawal of balances from 
banks in India mean that rupees would pass into 
circulation generally, and to that extent would pass 
out of the command of the bank ?—It does not follow 
that they would pass out of the command of the bank. 
The people who took them from a deposit would pay 
them away, and the people who got them might bring 
them in again. Of course, although the rupees are 
there, if they do not deposit them, the bank has not 
the use of them, but on the other hand, those outside 
possessing them may want a smaller amount of ac¬ 
commodation that they might otherwise require to go 
to the bank for. 

7857. On the other hand the bank would be in a 
weaker position for giving accommodation ?—If what 
I say is correct there would be the less call for 
accommodation. 

7858. But are not rupees the most efficacious 
when they are in the hands of the banks ?—I admit 
that, of course. 

7859. Now, if the policy which I understood you to 
suggest were adopted, and steps were taken towards 
gradually opening the mints, what would occur in 
the intermediate period ? Would there not be an 


expectation of a lower rate of exchange in the future ? 
—It would depend very much on the way in which 
it was done. Of course if there were an attempt 
made gradually to reduce the rate, leaving it vague 
and indefinite as to what time certain steps should be 
taken, I have no doubt there would be great specula¬ 
tion and uncertainty and unsettlement; but if the 
rate which it was proposed to adopt were stated, and 
were made a fixed rate for a certain term of years 
before any further steps were to be takeu, I think the 
difficulty might be mitigated. But if that point were 
left vague, I think it would be unfortunate. It is 
this possibility of uncertainty, unless it is very 
judiciously done, that leads uie to suggest, as my own 
personal view, that it might be well to go the whole 
extent at once without any gradations, but I think it 
might be done so as to minimise the danger of the 
new lower rate proving ineffectual and unstable. 

7860. Though a materially lower rate of exchange 
might be expected ?—Yes. That is possible. 

7861. You were speaking of the development of 
the foreign trade of India from a certain period ?— 
From 1873, which was a period practically of a 
rapidly falling rate of exchange under open mints. 

7862. Do you think the opening of the Suez Canal 
contributed at all to promote that ?—Of course there 
were many contributories. I may anticipate a further 
question upon the same point, by saying that railway 
development of course contributed, and so did the 
opening of the Suez Canal, and so did many other 
other things ; but my view is that you might have 
had your railways, aud your Suez Canal, and so on, 
and you would have had nothing like the same result 
if it had not been for the benefit that India received 
from cheap silver while gold prices were falling. 

7863. Was there not an increase of taxation in the 
same period concurrently with the fall in silver ?— 
1 have looked that up, and I had great difficulty 
in getting at the exact figures from the public 
returns; but speaking from memory there were both 
taxes taken off and taxes put on ; for instance, the 
import duties were taken off, first partly and then 
entirely, and on the other hand the salt tax was 
increased a little—not much. Generally I consider 
that the increase of taxation on balance was small. 

7864. With regard to the effect of a rate of 
exchange; do you think that a rate of, say, for 
instance, Is. 4 d., would lead to a permanently greater 
amount of imports than a lower rate? I am not 
speaking of the immediate effect but the permanent 
effect ?—Oh, no ; I dispute that most undoubtedly. 

7865. I mean imports into India?—The whole 
groundwork of my position is that the development 
of imports entirely depends upon the development of 
exports, and if I am right in my contention that a 
low rupee and a low exchange have promoted and 
developed exports, then of course it follows that 
imports have also by a low rupee been increased. 
But if you ask me whether a rise of exchange would 
temporarily promote imports, it would do so, but at 
the permanent expense I believe of India’s foreign 
trade. 

7866. You mean the effect would be to temporarily 
check the exports ?—To check exports and to stimu¬ 
late imports. 

7867. And the stimulus to imports, you think, 
would be only temporary, whereas the check to 
exports would be permanent ?—There you open up a 
difficult question, for this reason: You must still 
keep before you what is thought a most important 
factor in this* involved question, and that is that you 
have before you the possibility of great development 
in silver-using countries; and the higher you artificially 
raise your exchange—I do not say at once, or this 
year, or next year, but over a series of years-—the 
more advantage you give to those other silver-using 
countries in competition with India. 

7868. Do you think the development of China 
will be rapid?—I think, from the sigus that we 
now see, that it is going to be rapid. Of course, we 
know that China is a marvellous country. It has a 
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most industrious population and splendid resources, 
and I think that in the course of the next 10 years 
China will develop more than she has done in the last 
200 years —or 800 years for the matter of that. 

7869. Have you anything to say about wages in 
China P—I think in China, as in India, wages move 
very slowly. The first effect of any development is 
of course on the price the landlord gets for his 
produce, and the effect of any great stimulus of 
production takes a long time to make itself felt by 
the class you call the wage-earning class. 

7870. {Chairman) You say you consider that the 
present currency in India is not an honest rupee ?— 
That is so. 

7871. And that there cannot be an houest system 
of currency if it is an artificial system ?—That is so. 

7872. Are you aware that, of the silver currency 
circulating in the world at the present time, which 
is estimated at something like 400,000,000/., upwards 
of three-fourths is token currency with an artificial gold 
value ?—I am aware of that. 

7873. Does not that qualify your opinion ?—Not as 
regards India. 

7874. I was on the abstract question. Is a token 
currency which has an artificial gold value a dishonest 
currency ?—No ; no more than I call our shilling a 
dishonest shilling. 

7875. {Mr. Hambro ) It is exchangeable?—If the 
question of exchange is eliminated altogether, and a 
currency is maintained at a given value by the credit 
of the Government, it may be unsound, but it is 
certainly not dishonest 

7876. ' {Sir J. Muir) You can only discharge debts 
by silver up to 21. in this country Certainly. 

7877. {Chairman.) Of course a shilling in this 
country is not worth 6 d., but for all practical purposes 
it is worth the twentieth part of a pound. That is 
nn artificial value ?—It is an artificial value maintained 
by the credit of the Government. 

7878. {Sir J. Muir. ) But it is only legal tender 
up to 21. ?—That is so. 

7879. {Chairman.) You said that the landlords of 
this country had had to reduce their rents by 40 or 50 
percent, owing to the currency depreciation?—No, 
owing to the fall in gold prices. 

7880. Do you think that that was the cause ?—I 
think so. 

7881. You do not think that free trade had any 
effect upon it ?—I think free trade bad an effect in 
giving England the full benefit of low gold prices. 

7882. And you consider that the great depreciation 
in the value of laud in this country arises from the 
fall in gold prices?—Yes. May I just add this? I 
think the fall in gold prices has been brought about 
by the estension of production all over the world, and 
cheapening of methods of production and means of 
communication, and of course England has naturally 
got the advantage of that under her free trade policy. 

7883. {Mr. Holland.) You are interested, I think, 
in imports into India. We have had the advantage 
of a good many witnesses here who are interested in 
exports from India, and their position is quite in¬ 
telligible. They say that low exchange encourages 
exports, but you have explaiued that the same move¬ 
ment of exchange, which encourages exports, 
discourages imports, and notwithstanding that, you 
think that ultimately it would be an advantage to your 
Indian imports rather than a disadvantage ?—That is 
my view. 

7884. You thiuk it is a good policy to encourage 
exports?—No doubt. 

7885. We have bad it in evidence from a previous 
witness that Coun< il bills themselves create exports. 
Do you agree in that view ?—No, I cannot imagine it. 
I have heard of a hen laying an egg, but I never 
heard of an egg laying a ben. 

7886. l'ou do not agree that a Council bill is 
virtually an order to export ?—No. 

7887. You referred, I understood, with approval 
to the time wheu exchange was lower, and still 


falling; but was not there a good deal of dissatis¬ 
faction in Manchester at that time?—You are refer¬ 
ring probably to the time wheu the controversy in 
Manchester was raging round the English question 
of currency. There is no doubt that there was one 
party to that controversy who did use that argu¬ 
ment—the falling and fluctuating of exchange as 
lessening and making more difficult the conduct of 
trade with India; but, personally, I and those associated 
with me used the very same argument that I am using 
now tc oppose that reasoning. 

7888. Then, although there was dissatisfaction in 
Lancashire, it was not universal ?—By no means. 

7889. Is opinion in Manchester divided now at all 
upon this subject?—Apparently not, if we may judge 
from the resolution which you heard read. 

7890. Now is it the fact that the Indian Govern¬ 
ment are really themselves very large landowners ?— 
Very large landowners. 

7891. And to that extent their interests are 
probably identical with the interests of the Indian 
producers ?—That is the view that 1 hold. 

7892. It is contended by some, and probably you 
will agree with it, that a policy which is in the interests 
of the producer in India cannot be contrary to the 
true interests of the Government of India. Do you 
agree with that?—That is the view I have always 
taken. 

7893. Of course you are aware that a gap in Indian 
finance would be created by a fall of exchange. I 
understand that you propose to fill that gap by an 
increase of taxation ?—If it be necessary. 

7894. Do you think cotton would stand a chance of 
escaping if there were any increase of taxation ?— 
That is a matter for the decision of the Government 
of India. You are now asking me a question my 
reply to which will be watched vfery closely in 
Lancashire. You know there was a very great com¬ 
motion in Manchester over the re-imposition of the 
import duties. That urose I think, mainly, if not 
altogether, from the fact that Manchester had not 
realised that it is possible to put on import duties 
without interfering with free trade, to which they 
are intensely devoted; but now I think they know 
better, and see that if by excise duties protection is 
eliminated, and duties imposed for revenue purposes 
only, all interference with free trade principles is 
removed. 

7895. Do you put that forward as the opinion of the 
Manchester Chamber of Commerce ?—I do not say 
that there would not be objections, but I do not think 
you would have such hot objections expressed as upon 
the occasion which is no doubt within your own 
memory. 

7896. The resolution of the Manchester Chamber of 
Commerce seem3 to imply objection to a gold standard 
with a gold currency. Would the Manchester 
Chamber equally object to a gold standard without a 
gold currency ?—I think the opinion of the Manchester 
Chamber of Commerce is that the thing is im¬ 
possible. 

7897. Theoretically I suppose you are in favour of 
a gold standard, but you maintain that there are 
insuperable difficulties in the way of carrying it out ?— 
I think it would be very difficult to keep the gold, and 
that it is unsuitable, nnd there is also another objection, 
that you would leave an advantage to silver-using 
countries. If it could be done I admit that it is sound 
in principle. I mean, of course, a gold standard, 
backed by gold. 

7898. We have had it in evidence that the closure 
of the mints has had uo injurious effects on trade. 
Do you agree with that ?—No, I think it has had 
distinctly an injurious eflect on trade. I think the 
movement in the interior of India both of imports and 
exports has been very seriously interfered with. That 
is ray own experience. 

7899. Do you think at the present time there are 
fewer rupees than are required for the purposes of. 
trade ?—I think so. I should like to see trade allowed 
to regulate its own demand. 
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7900. I do not know if you fully explained your 
views as to what are the causes of the present strin¬ 
gency of the money market in India ?—I believe 
myself, putting aside minor causes, that the chief and 
great cause is the closing of the mints to the free 
coinage of silver. 

7901. We have often been told that there would be 
no currency question if there were no home charges, 
but I suppose those home charges result very largely 
from outlay on reproductive works ?—Very largely 
indeed. 

7902. You have yourself strongly advocated such 
outlay, T think ?—Yes. 

7903. And you think it is justified?—Yes; I 
think myself India would never have been developed 
unless England had taken the lead in constructing 
reproductive works in India with money borrowed in 
this country. 

7904. (Sir A. Dent.) Nearly all the questions 1 had 
intended to ask you have been anticipated, hut I would 
like to ask you this. You said that everything fluctu¬ 
ates—you said produce and freight fluctuate, and then 
I understood jou to say, “and exchange fluctuates as 
“ well, which is inconvenient as much as to say that 
exchange was a minor matter. Is that the impression 
you wanted to give ?—I wanted to give the impression 
that the fluctuation of exchange, as far ns it affected 
the conduct of business, was unimportant in itself, 
although inconvenient; that it did not really affect the 
sum total of transactions in any year because the 
necessity for taking risks is removed by the facilities 
offered by the exchange banks. 

7905. (Sir C. Crosthwaite.) You hold that low 
exchange promotes exports ?—Yes. 

7906. Does a large sale of Council bills tend to 
lower exchange ?—That would depend altogether 
upon the existing balance of trade. If exports at the 
time of a large sale were very large they would be 
very easily disposed of without lowering exchange. 

7907. I am supposing that a large sale is necessary 
every year, regardless of the state of the market; 
would that tend to bring down exchange?—It tends 
to bring down exchange under certain conditions. 

7908. If the mints were reopened the Secretary of 
State would have to sell many more bills?—Yes, 
possibly, though not necessarily. 

7909. Therefore the probability is that the large 
sales would bring down exchange ?—If the balance of 
trade were unfavourable that would be so. 

7910. Then if your position is correct, that the low 
exchange tends to increase the exports, so far, and in 
such conditions as I have mentioned, the sale of the 
Secretary of State’s bills might tend to increase the 
exports?—It would tend to promote exports by lowering 
exchange till you reached the silver point, whatever 
that point was. Silver might go up to meet it or it 
might go down to meet silver, but while the sale of 
Council bills was being carried out it would not 
create exports, but by causing the rupee to fall and 
therefore to get cheap silver into the country it would 
tend to the development of the powers of producers. 

7911. You said that the low rupee benefited the 
cultivator; I suppose you mean by giving them 
better rupee prices?—Yes, during the fall of gold 
prices. 

7912. During the same period that you said this 
was taking place, from 1873 to 1893, you also said that 
gold prices were falling?—Yes. 

7913. Would not that tend to counteract the effect 
of the fall of silver in giving the cultivator high prices ? 
—It bperated exactly in this way, that had it not 
been for the contemporaneous fall of silver along 
with gold prices, the cultivator would have been in 
the same position as the cultivator in this country, 
and he would not have been able to carry on without 
a reduction of rent. 

7914. Therefore the benefit you mean was a 
negative ' benefit to him; there was no positive 
benefit ?—It was negative in a sense ; but 1 should 
think from a business point of view it was exceedingly 
positive. 


7915. What I mean is, it saved him from loss, but 
it did not actually give him gain?—That is so. 

7916. In your experience, have prices risen in 
India ?—No, I should say not. Of course there have 
been rises in certain districts and temporary rises 
from different transient causes, but speaking over a 
series of years, and taking all commodities, I do not 
think there has been a rise. 

7917. Have wages risen?—Not so much as you 
would expect except in the chief towns. I should say 
that the price of agricultural labour has not risen very 
much. 

7918. (Sir D. Barbour.) You said that the expec¬ 
tations of the Government of India in closing the 
mints had not been realised ?—Yes. 

7919. What were those expectations that have not 
been realised ?—It was expected that exchange would 
rise to Is. 4<7. and remain there, and that in a certain 
time gold would be presented in India shipped from 
this country to pay for the balance of trade ; then that 
the Treasury would pay out 15 rupees per sovereign 
and replace the reserve with gold instead of silver; 
and then when the whole of that reserve had become 
gold and the sovereign was still being brought from 
this country to pay for the favourable balance of trade 
the Indian Government would buy silver and coin it, 
and with the rupees it coined it would pay for the 
sovereigns and so make the gold standard effective. 
That I gathered was the policy and plan of the Indian 
Government judging from the published records. 

7920. Taking the question of the rise to Is. 4c?., 
did the Government of India expect that to be realised 
immediately ?—I do not say that they expected it to 
he raised in a week or a month, but I gathered from 
the records that it was expected to come in a year. 

7921. I will read to you this passage from a speech 
that I made in the Viceroy’s Council on the 26th June 
1893 when the Bill was introduced: “It maybe that 
“ the gold standard can be made effective from the 
“ first, though it will not be secure until there is a 
“ considerable amount of gold in our treasuries and 
“ banks. Or it may be that the making of the gold 
“ standard effective, and the establishment of it on a 
“ secure basis, will involve a long and arduous struggle, 
“ and necessitate heavy sacrifices. Time alone can 
“ show which view is correct.” Having heard that, do 
you still say that the Government of India expected that 
the rise would be immediate ?—If that is a correct 
report of what you said, of which I have not the 
slightest doubt, certainly your opinion at that time 
was that there were two views ; and if you spoke the 
opinion of the Government of India, they held the 
same. But many opinions were spoken—authoritative 
or not—at that time. 

7922. Did the Government of India ever fix any 
time within which the gold standard would be made 
effective, or within which they thought it would be 
made effective ?—They never did as far as my recol¬ 
lection goes. I have only the impression that I 
gathered from various despatches that I read. 

7923. I would like to read you another passage. 

This is a passage from an answer to a question put 
iu Council on the 31st August 1893. “ The object of 

“ providing for the issue of rupees in exchange for 
“ gold at 16(7. the rupee was to prevent any great 
“ and sudden rise of exchange, and the Government did 
“ not undertake either to establish 16c?. per rupee as 
“ the permanent ratio of exchange between gold and 
“ the rupee, or to establish any other permanent ratio 
“ immediately or within any specified time.” Do not 
those words show that the Government expressly 
avoided fixing any time within which the gold standard 
might be made effective ?—I do not say that they 
specifically named a date, but the general impression 
was undoubtedly that they expected it to come, as 
I have already said, within a year. 

7924. I suppose you would call this the slack season 
in India ?—Yes. 

7925. You know that the exchange is very nearly 
Is. 4 d. at present ?—Is. 3fc?. 
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7926. Do you apprehend that there is any proba¬ 
bility of a serious fall again in exchange ?—Do you 
mean immediately ? 

7927. In the course of the next two or three 
years F—Oh, yes, I think it is quite possible, 

7928. Have you been rather surprised at its 
keeping up to Is. 31\d. at the present time ?—Not at 

all. 

7929. What are the special causes that have been 
operating to keep it?—Two special causes have been 
operating ; imports have been very seriously interfered 
with on account of the state of trade in Calcutta, 
owing to plague scare ; and this lias been aggravated 
to some extent by dear money. Then also in Karachi 
and Bombay there has been serious interference with 
imports by reason of lingering plague prevalence. 

7930. I think you said that a gold standard and a 
gold currency are not well suited to India ?— 1 That 
is my opinion. 

7931. Do you mean that it is not possible to establish 
a gold standard and a gold currency, or that it would 
not be a good measure even if it were possible ?—I 
regard the gold standard with the gold currency as a 
sound principle, but it is very difficult to estimate how 
much gold you would require to start with. I have 
heard it stated in this room to-day, that you would 
require 20 or 30 millions, hut if you are going to have 
a gold standard which will enable you not only to 
provide for convertibility, but also to provide for an 
unfavourable balance of trade at any time, I think, 
myself, it might possibly be a very much larger sum 
at the beginning, and if I recollect rightly, you have 
yourself once estimated it at about 70,000,000/. 

7932. Putting aside the question whether or not it 
is practicable to establish a gold standard cheaply or 
readily, if you had a gold standard, Would it be a good 
thing ?—If you had a gold standard and an effective 
currency, putting aside all the difficulties, that is to 
say, the initial expense, the amount that would go 
into hoards, necessitating annual replenishment by the 
Government, if you put all that aside the only draw¬ 
back is, as I have already Eaid, that you leave the 
advantage as between India and China in the hands 
of China; and in my opinion it is not suited to the 
circumstances of the country. 

7933. Then the drawbacks are that it may he 
difficult and expensive to establish it, and that, if it 
be established, you think nations that have a purely 
silver standard will have some advantage ?—That is 
it, and unsuitability. 

7934. You said you thought that India had an 
advantage from the silver standard between 1873 and 
1893, as compared with countries with a gold standard, 
and at one time you said you thought that that was 
because the Indian prices remained more steady in 
silver ?—Yes. 

7935. Do you think she had any advantage in 
foreign trade ? What you said about prices remaining 
more steady under silver would apply to all prices in 
India, but over and above that, do you think she had 
any advantage in her foreign trade ?—You mean 
looking at it from the point of view of both imports 
and exports ? 

7938. Take first imports, and secondly exports ?— 
I think so. I think by being able to get for her sur¬ 
plus produce a greater price in silver, and those silver 
rupees going as far as ever, it kept her in the position 
to pay a higher price for her imports and purchase 
more than she would otherwise have been able to do. 
I am always keeping before me the fact that, unless 
exports prosper, you could not expect imports to 
prosper. 

7937. You think, then, that the full in exchange 
stimulated exports, and stimulated the imports too ? 
—Yes, in the manner I have tried to explain. 

7938. Do you think that a rise in exchange during 
that time, if it bad occurred, would have had the 
opposite effect ?—I think a rise in exchange would 
certainly have robbed the cultivators and producers 
of India of a great deal of the benefit that they got, 


and would have made it more difficult for them to pay 
their rents to the Government. 

7939. You are speaking of the foreign trade ?—I 
am still speaking of the foreign trade. 

7940. If exchange had risen, would the imports 
and the erportB have been the same ?—If exchange 
had risen over a series of years, I think the exports 
would distinctly have been checked. 

7941. And therefore the imports ?—Just so. 

7942. So that the fall in exchange stimulated both 
exports and imports—that is the whole foreign trade ? 
—Yes, as exports increased so imports increased. 

7943. And a rise in exchange would have checked 
exports and therefore checked imports, and the two 
make up the whole foreign trade ?—No, you have some¬ 
thing more than that. Naturally you must have a 
halance l>etween imports and exports, but the foreign 
trade on the one hand is made up of exports, and on 
the other hand, in considering imports, you have, first, 
commodities, and then you have to take into account 
the amount of Council bills and private remittances. • 

7944. You want to include the Council bills in the 
trade ?—In a manner it is impossible to leave them 
out, and there is always the unknown quantity of 
private remittances. 

7945. I would like to put that aside and take the 

trade merely—the exchange between commodities, 
including gold and silver. 1 have found a difficulty in 
holding, and 1 have never seen it explained to my satis¬ 
faction, that a fall in exchange stimulates the inter¬ 
national trade between two countries, and that a rise in 
exchange lias the opposite effect; that is looking at it 
from the point of view of one country, but if you look 
at it from the point of view of the other country a 
fall of exchange bocomes a rise of exchange. A fall 
in the Indian exchange is a rise in the English exchange, 
and yet the opposite effect is ascribed to the same 
thing according to \he side from which ypu look at, it. 
—I also have been exceedingly puzzled in trying to 
make out the complexities of the problem, but if you 
once go out to India and live with the producers qf 
any commodity in any part of India, whether you 
take coffee, cotton, tea, or any other article, and ask 
them whether they have not benefited by a fall in 
exchange - 

7946. I am merely telling you the difficulty tbitfj 
has occurred to me and to which I have never seen 
any answer—The difficulty has often occurred to me, 
I do not think I cau think over it more than I have 
done. It is more or less a conundrum that has to 
be answered in this case from the Indian point of 
view. 

7947. Now, as regards confidence being necessary to 
the establishment of a gold standard. If you pursued a 
system in itself unbound for the establishment of a 
gold standard, the fact that there was confidence in 
that unsound scheme would not enable you to establish 
a gold standard ?—Certainly not; but 1 think you 
pay a poor compliment to those who have to express 
confidence in tbe system. 

7948. Some people have confidence in an unsound 
system. It has happened before and it might happen 
again. We have seen men of decided eminence 
declare in favour of a system, and men of almost equal 
eminence declare against it ?—I must confess myself 
that when I hear the word “ scheme ” or' system 
mentioned in regard to currency matters I begin to 
feel a little frightened. 

7949. On the other hand, if you had a sound scheme 
it might succeed, although there was no confidence in 
it ?—If you persevered iu it you would win confidence. 

7950. All I mean is that confidence of itself is not 
what will establish a gold standard. If you have a 
sound scheme you can establish a gold standard, 
although there may not be confidence in the seheme ? 
—Just so, and iu the same way, want of confidence in 
an unsound scheme will probably make it break down 
all the sooner. 

7951. Confidence alone will not make it sound?— 
No. 
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7952. Now as regards the high rate of discount in 
India, Do you think it is due to want of loanable 
capital or want of currency ?—I have come to the 
conclusion that it is want of currency. 

7953. You know there are a great many rupees in 
India that are not available as loanable capital ?—That 
is so. Every man in India is his own banker 
practically and keeps his rupees hidden away. 

7954. If 5 crores that are hoarded in the 
interior could be got at and deposited in the presidency 
banks, that would increase the available capital, 
although it would not increase the currency?— 
Undoubtedly, because the rupees which are now 
practically non-existent, would become available. 

7955. They are not non-existent. They are 
rupees which are in existence, but are not available ? 
-r—They are non-existent for all practical purposes. 
They are not available—they are not part of the 
effective currency. 

7956. Now you said that some of the exchange 
banks had withdrawn money from India ?—Yes. 

7957. Do you think some private depositors have 
taken their money out from India also ?—I think a 
number of people who had savings there and were 
waiting for Is. 4 d. sent their money home to invest 
it in this country. But that sort of thing has been 
going on, I think, more or less ever since 1 went to 
India 25 years ago. 

7958. I think I heard you say that a Council bill 
was not an order for export?—No, not exactly an 
order for export. As I understood the question, it 
was that a Council bill did not create an export. 

7959. Suppose the Secretary of State made up his 
mind, or Parliament ordered him, to draw 10 millions 
sterling in every year more than he had drawn before, 
that would put down the exchange ?•—Yes, under 
certain conditions. 

7960. That would increase exports ?—A lower 
exchange would stimulate exports of course. 

7961. In fact, that 10 millions could not be paid in 
any other way, practically, than by increasing the 
exports?—I see exactly your point, hut the way you 
are putting it, I think, is tending a little to the 
confusion of two separate issues. Naturally as Council 
bills increase and have to be drawn to that extent, as 
they have to be paid by exports, you must increase 
your exports, and if that leads to a fall of exchange 
the chances are that those exports will be forthcoming; 
but suppose you insisted on drawing an increased 
number of Council bills, no matter what the circum¬ 
stances were, and suppose it was in a year such as the 
year which we have lately passed through, with no 
surplus production—a famine year—you could not 
create produce by Council bills. You would have to 
find some other means to balance it; you could not 
create produce because you drew Council bills. 

7962. You might check imports?—But that would 
be after the mischief was done, when you could not 
get produce to ship. 

7963. It is not my statement that a Council bill is 
an order for export, but it appears to me that money 
which the Secretary of State has to find, can only be 
found by India if there is a sufficient surplus of exports 
over imports ?—That is so, undoubtedly. 

7964. There is no other possible way?—Just so. 

7965. Therefore, if the Secretary of State has more 
money to find, the surplus must increase ?—The 
surplus must increase and does increase under ordinary 
circumstances. I was only warning to avoid what 
appeared to me the possibility of confusion by using 
the word “ create.” If the exports did not exist 
effectively in the country, you could not create them 
by drawing Council bills. 

7966. In point of fact, when the exchange fell 
sufficiently low, gold was exported to some extent 
from India ?—Yes, the holders of gold, the native 
bankers, were very clever; they thought at one time 
exchange was going to recover, and therefore they 
sold out their gold, and for that year the export was 
larger than the import. It was simply a speculation. 


7967. And since exchange rose they have begun to 
import again ?—Yes. 

7968. Now as regards trade having suffered by the 
closing of the mints. It has suffered, no doubt, from 
the high rate of discount which you ascribe to the 
olosing of the mints, and I entirely agree with you to 
that extent, but has trade suffered in any other way ? 
—I would answer that question in this way, that the 
mischief that would be brought about by the closing 
of the mints, if the present policy were persevered in, 
is only now beginning to show itself, and it will be 
years before it develops to its full extent. It will 
take a long time really before the mischief in India, 
if the present policy is persevered in, will show itself 
in the statistical returns. 

7969. I was not thinking so much of the statistical 
returns, because, ot course, the famine has caused a 
falling off, but, apart from the high rate of discount, 
in what other respect is trade likely to suffer?—I 
think I have already gone over that ground, first in 
regard to the advantage that silver-using countries 
will have, which, of course, I think will increase very 
much as years go by. 

7970. Anything else?—Those are the two chief 
dangers. The rupee has been high for such a short 
time, and such an unfortunate time for India, that I 
woilld not base any argument upon that. 

7971. If prices, and wages generally, rose in silver¬ 
using countries, the countries which have a silver 
standard would lose that advantage ?—If silver rose 
to the ratio fixed in India, they would have no 
advantage. 

7972. But if silver prices rose proportionately to 
the fall in silver in silver-using countries, they would 
lose the advantage?—You mean in wages, yes. 
It would diminish. I do not say that it would dis¬ 
appear altogether; I do not believe myself that that 
is possible, but it would diminish. 

7973. Theoretically, it would, if everything rose in 
proportion ?—Theoretically. That is the theory; I 
have never been able to see it practically tested 
satisfactorily in any experience of mine. 

7974. I know there is a difference of opinion upon 
the question between men, on both sides, very capable 
of forming an opinion, but if wages were to rise pro¬ 
portionately, the advantage would be swept away ?•— 
No doubt. 

7975. (Mr. Hambro.) You said you had carefully 
considered the question of loanable capital and 
currency. Can you separate in any way loanable 
capital in any one spot from the enrreney available in 
that spot ?—I cannot myself. 

7976. Could you get any more capital loanable in a 
particular spot without bringing more currency to that 
spot ?—That ought to be so wherever you have a mint 
that will take the bullion that you bring to it, but it 
is impossible in India at the present moment because 
the mints are closed, and therefore you cannot send 
bullion and transfer it into currency. 

(Sir. F. Moicatt.) When you say currency you are 
referring to rupees ? 

(Mr. Hambro.) Yes. 

(Sir F. Mowatt.) Not notes ? 

(Mr. Hambro.) Well, notes are rupees, because 
they can be exchanged for rupees. 

7977. (Sir J. Muir) I understood you to say that 
you consider that those desiring the benefit of India 
should do all they can to foster and encourage ex¬ 
ports ?—Certainly. 

7978. And in your individtial opinion you think it 
desirable that the mints should be re-opened under 
proper safeguards ?—I think the sooner you get to 
open mints die better it will be for India. 

7979. You were asked if you could suggest any 
such safeguards. I think it behoves those who hold 
your opinion (with which I do not disagree at all) to 
suggest some such safeguards. Perhaps your atten¬ 
tion, has not been very much directed to that subject? 
—I myself do not see if you are going to have the 
principle of open mints, that you can provide any 
safeguards, for safeguards themselves partake of the 
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nature of nil artifice, and therefore are unsatisfactory. 

I have already said that the proposal to arrive by 
gradation at open mints has something to be said 
for it. I have also had it suggested to me that if it 
were possible to approach America, leaving England 
entirely out of it, and propose that they should open 
their' mints at a low ratio the (equivalent of 42(?.) 
on condition (hat India should open her mints, it 
would be a useful lesson, and it could not be any 
disadvantage to England and would benefit India. 

7980. You say it would be a useful lesson ?—Yes; 
we should see how America would get on with her 
experiment in bimetallism. I have heard that sugges¬ 
ted several times, and, if practicable, it certainly is 
deserving of consideration. Whether there is any 
practicability in it I do not know. It does not 
preclude what, to my mind, is the most important 
thing, and that is, arriving by some stage or other at 
the opening of the mints for the free coinage of silver. 
In fact'I believe it would get over many difficulties, 
and might be a final solution. 

7981. Mr. Lindsay’s scheme has been fully ex¬ 
plained to us, and we have also had the Government 
of Iudia’s scheme, and Mr. Probyn’s scheme. Now 
we had before us an eminent bauker, Mr. Raphael 
He has a scheme which was briefly explained to us by 
Mr. Robert Steel. I will just explain to you what it 
is, because it seems to me there is something in it. I 
do not approve of it altogether, but I think there are 
the bones out of which something might lie evolved. 
Mr. Steel explained Mr. Raphael’s scheme in this 
way : “ You may announce that the mints are opened 

to silver to be coined as it is paid in, in order of 
« delivery; that you will coin two lakhs of rupees a 
“ day and that you will pay for it in Treasury drafts 
“ at 10 days, that is to say, that the first two lakhs of 
« silver presented at the mint will bo paid for by 
“ draughts at 10 days sights, the second two lakhs 
“ will be paid for by drafts at 11 days sight, the third 
“ two laklis by drafts at 12 days sight, and so on. In 
“ that caso a large amount of silver no doubt will bn 
*< tendered at once in India, and probably enough to 
« keep the mints going for 18 months. It would not 
“ be possible for people to send out silver from 
« England to meet that demand without incurring the 
“ prospect of considerable loss, that is to say, they 
« would only he paid for it 18 mouths later, and they 
« would have to discouut the Treasury drafts. Now, 

“ in discounting the Treasury drafts, the .discounter 
« would naturally take into account the fall in the 
“ rupee value at the time he has paid his money, and 
“ he would therefore charge a higher rate of discount, 

« I should think not less than 12 or 14 per cent, per 
“ annum. The consequence is it would not pay to 
« S end out silver from England to India for coinage 
“ without allowing a considerable discount, and the 
“ exchange would not fall very rapidly. I do not 
“ think the exchange would fall very much at all 
<i under that arrangement.” As I say, 1 think the 
bones of some scheme are there. I think he pro¬ 
posed too much when he said two lakhs of rupees u 
day. Suppose we were to begin with one lakh, or 
something of that kind; do you see anything of a 
basis here whereby we might reopen the mints without 
ruuning the risk of a very sudden collapse in exchange ? 

_j would not like to give an opinion hastily in a 

matter of that sort, especially as that suggestion comes 
from such a distinguished authority, but I do not 
think it would work out as its author anticipates. If 
it were known that open mints were coining, exchange 
would be apt to tend quickly towards the silver price. 

7982. Perhaps when you get the proof of your 
evidence vou will fill in whatever you desire to say 
upon that scheme ?—Very well. 

7983. If I have understood you aright, you have 
said that while some years ago Manchester objected 
strongly to the import duties, that objection had not 
reference so much to revenue raised for Government 
purposes as to the argument about Protection ?—What 
I wished to say was this, that when import duties 
were first mooted, Lancashire got tho idea that it 
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was an interference with free trade, to which she Sir F. F- 
is devotedly attached. You know that that is one of Adam, CI.E 
the principles that Lancashire peop e Icol most strongly 
about. But what I said was that Manchester had 
gradually discovered, as the controversy lias proceeded 
that really the imposition of import duties does not 
interfere with the principle of Free Trade at all, if you 
put on a duty for revenue purposes only, and eliminate 
all elements of protection. What I wished to convey 
was that according to my view the feeling in Lanca¬ 
shire would not be strong upon the subject now, so 
long as there is no question of Protection. 

7984. That, is what I understood generally, but I 
wanted to elicit it from you ?—May I just say here 
that I have often heard Indian import duties objected 
to on the ground that they do not pay the cost of 
collection. In the case of increased duties no objection 
of that kind applies, because the cost to tho Custom 
House of the collection would not be increased, it 
being a fixed charge, while the per-centage of expense 
would be diminished, 

7985. Charging an Excise duty on the Bombay 
mills?—Yes, you must not allow me to leave you 
gentlemen in this room with the idea, and I would 
not liko Lancashire to get the impression, that I have 
advocated increased duties. 1 have only tried to 
answer your question as to the present state of feeling 
in Lancashire. 

7986. What I am trying to feel my way to is this. 

It has been stated that, there will be great difficulty in 
tlie Government of India raising the necessary funds 
to balance Ihe Budget. My opinion is that if we set 
about the thing carefully some means might bo 
devised?—I think myself that the best means, if it 
ever came to be a question of taxation, would be to 
appoint a carefully selected Commission or Committee 
of Europeans (non-officials and officials) and natives, 
and let them go thoroughly into the question in a way 
that it has not been gone into at all up to this point. 

7987. The idea" has been suggested that there might 
be an export duty charged on all jute shipped from 
Calcutta, and at tho same time a duty on all jute 
produced by the jute mills in Calcutta, which would 
produce a very substantial sum. Those are two 
sources of income—Manchester goods and an Excise 
duty in Bombay; a duty on the raw jute and an 
Excise duty on the jute mills in Calcutta would bring 
in a substantial sum. Then again, coal, as you know, 
has now become a large article in India, and again, 
iron ; that is to say rough iron—pig-iron ; then again, 
salt has been referred to ?—Be careful about salt. 

7988. We have had before us Mr. Robert Steel, who 
understands the thing pretty thoroughly ; and he says, 
at any rate, if the native pays for his salt he only pays 
4c?, a year. Then, we can assess up to 3 rupees, and 
now we only assess up to 2 rupees 8 annas; the 
difference 2 rupees 8 annas and 3 rupees would 
amount to a large sum, perhaps 9 erores or so. 

(Mr. O'Conor.) Ob, no, perhaps 1 crore; not 
more. We only get 6 erores now, out of the 2 rupees 
8 annas assessment. 

7989. ( Sir J. Muir.) However, that is another 
thing that we could fall back upon ?—But I warn 
you that salt is a burning question among the natives 
of India, because it is a sentimental question. The 
native Indian is very averse to any increase in the 
salt tux, the feeling being that it falls on the poorest 
classes, and that they can ill afford any extra taxa¬ 
tion. 

7990. Do you know anything of the settlements ; 
the land was settled on the basis of 30 years, and 
some of the settlements are falling in from time to 
time ?—Some of them; some of them have been 
renewed, I think, not very long ago. 

7991. As these settlements fall in the period of 
settlement might be reduced from 30 years to 10 
years ?—I think it is quite within the province of the 
Government of India to consider that matter. They 
know all the circumstances, and what they can safely 
dc. 

Q q 
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7992. But that is another source of income?— 
Yes. 

7993. ( Sir F. Mowatt.) 1 understood you to say 
that you thought the silver standard of China has 
given an immense advantage in competing with India 
for external trade ?—I rather intended to convey this 
meaning, that we had not had time yet to see China 
reap the advantage of the silver standard, but that it 
will inevitably come within a few years. That is my 
opinion. 

7991. That would be equally true, of course, with 
regard to Chinese competition with all gold standard 
countries ?—Yes. 


7995. Therefore India is no worse off than the 
various gold standard countries in the world in com¬ 
peting with China?—Except that she is doing a 
direct competition in many articles which both can 
grow, being Oriental countries, and that other gold 
standard countries, European countries, cannot grow. 

799(5. (Sir C. Crosthwaite.) I understand that in 
your opinion the low exchange value of the rupee did 
not reduce the sterling value of produce in gold 
countries?—1 think 1 said in answer to Mr. Campbell 
that it had some influence. 1 admit it had an 
influence. 


The witness withdrew. 


Adjourned. 
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7997. (Chairman.) Your place of business is 12, 
Leadenhall Street, and you are the representative of 
Messrs. David Sassoon & Co. ?—Yes. 

7998. For how many years have they been engaged 
in the Indian trade ?—They have been in Bombay for 
60 or 70 years. 

7999. How long have you been connected with 
them ?—Thirty years. 

8000. I believe you are intimately acquainted both 
with Indian currency and Indian commerce and 
Indian finance ?—I have hud a great deal of experience. 

8001. Were you in favour of closing the mints or 
were you opposed to closing the mints in 1893 ?— 
I was in favour of closing the mints, and I gave 
evidence before Lord Herschell’s committee to that 
effect. 

8002. Will you give us shortly the grounds upon 
which you arrived at that opinion ?—fn 1876 I urged 
upon the India Office, through Sir Louis Mallet, the 
expediency of closing the mints, I have a letter in my 
possession at tho present time from Sir Louis Mallet, 
saying that he agreed with me, that under the 
circumstances it would be quite justifiable to take that 
course, but I ought to be aware that there were a 
great many authorities both in and out of Parliament 
who were strongly opposed to such a course. For 
many years I was connected with the Bimetallic 
League, but when I saw that bimetallism was im¬ 
possible, I turned my attention to the closing of the 
mints, and urged this course upon all persons con¬ 
nected with, or having any interest in the Government 
of India. 

8.003. May I ask whether you have any statistics to 
support that view ?—J have not. 


8004. Do I understand that Sir Louis Mallet 
expressed an opinion in favour of the closing of the 
mints ?—Yes, here is the letter : 

India Office, 

Dear Sir, September 15, 1876. 

I am much obliged for your letter and can 
only say that your views are almost identical with my 
own on this question. 

I believe (hat the result will be a diminution of 
imports to an extent sufficient to enable the Home 
Government to draw its 20 millions out of the excess 
of exports, and a general contraction of tho foreign 
trade of India. 

I do not see how the exchange can right itself under 
present circumstances. As to stopping coinage in 
India—which I agree with you in thinking quite 
justifiable, if not necessary—you are aware that all 
the great authorities, both ill and out of Parliament, 
are bitterly opjiosed to it. 

Faithfully yours, 

H. Coke, Esq. (Signed) L. Mallet. 

8005. In your opinion what has been tho effect 
upon the export trado of India of the closing of the 
mints ?—I think it has had little effect one way or 
the other. The export trade has continued very much 
the same as it was before, and my opinion i» that, 
if the export trade of India could be conducted with 
exchange at 2s. for the rupee, there is no reason why 
it should not continue with an exchange of Is. Orf. or 
Is. 4 d. the rupee. I fail to see that exports have been 
affected in any way by this fall of exchange. 

8006. You do not think the exports have dimin¬ 
ished ?—T think not. 
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8007. Have you any knowledge of its effect upon 
the internal trade of India ?—I believe that has not 
been affected in the slightest degree. 

8008. Have you any knowledge of the recent 
stringency in the money market in India ?—I have. 

8009. Will you tell us your views as to that ?—The 
effect of closing the mints has been that every year 
the redundancy of currency which existed in 1893 
has been curtailed by a slow process. In 1893, when 
the closing of the mints took place, the whole of the 
crop of that year had been already paid for and dis¬ 
posed of, so that the closing of the mints had no 
immediate effect upon exchange. In 1894 there was 
a very considerable redundancy of currency to be 
worked off. A portion of it went up country and 
sank into the black soil of India; that is, it went to 
pay the wages of the labourers who had grown the 
crop, and it became distributed among people in the 
interior. In 1895 a further effect upon the currency 
took place by the disappearance of the redundancy. 
Then we came to the famine year, when the reduction 
was less. Subsequently the export trade resumed its 
normal proportions and the stringency of money was 
severely felt. Exchange rose to Is. id. the rupee. 
People who had kept back their remittances waiting 
for the expected rise took the opportunity to remit, 
and this added to the demand for sterling bills. In 
my opinion the stringency will increase every year. 

8010. (Sir F. Mowntt.) You say, will increase, not 
continue ?—Will increase; and I suppose that next 
year if there is an ordinary crop, the stringency 
will be greater, and there will be a still greater 
difficulty in getting money in India to pay for the 
crop of the year. 

8011. (Chairman.)'. How is that affected by the 
Government notification that for gold at the rate of 
Is. 4 d. the rupee, they will give rupees?—I think 
tlie gold must go to India. 


8012. 


To get 


the rupees ?—To get the rupees. It 


is the only means of increasing the currency of the 
country. The currency must be elastic. 

8013. Is it not the fact that under the last notifica¬ 
tion of the Indian Government, upon the payment in 
London of gold, rupees can be coined in India if the 
Government wish to coin them, and put into currency 
there ?—Yes, but people will not pay gold into the 
Hank of England iu return for rupees in India at 
1 s. 4-g% d., when there is a risk of the exchage falling 
to Is. 3d. on the cessation of exports. As a matter of 
fact, forward exchange at one time this season was 
quoted as low as Is. 3d. when the rate of the day was 
Is. 3f d. to Is. 4 d. 

8014. You are satisfied then that in 1893 there was 
a redundancy of currency ?—I think so. 

8015. More than the trade of India required?— 
Yes. The effect of the Sherman- Act had been to 
cause large speculations in remitting Bilver to India. 
The extent of these was given before the Herschell 
Committee, who, I believe, were satisfied as to the 
redundancy for the time being. 

8016. If the Herschell Committee had not inserted 
that limit of 1.?. 4 d., do you think the rate of exchange 
would have risen higher than it is now ?—It is entirely 
a matter of opinion. I think myself that there would 
not have been block to the rise, as there is now. 
The course of events is this : directly the exchange 
<mts to Is. id., or practically to that, people stop 
operating for the rise, and sell for a fall, as that is 
the only means by which they can make a profit on 
exchange. 

8017. Do you think Is id. a reasonable rate?— 
Ido. 

8018. If you had a clean sheet, is that a rate that 
you would recommend?—I should. I expressed the 
same opinion before Lord Herschelfs Committee, 
before I had seen the minutes of the Government of 
India, which I think pointed to Is. 6d. 

8019. Will you just repeat your reasons?—I 
thought that rate fair at that time. First, because 
it wr s not a greater variation from the existing rate 
than had been known to occur in the ordinary 


fluctuations of exohauge when the par was 2s. per 
rupee ; secondly, because it was only just that the 
Government when introducing a new system of 
currency should show some consideration to the 
interests that had suffered by the severe fall that had 
taken place in consequence of the demonetization of 
silver in Europe. (I may mention that when Is. 4 d. 
was recommended, the actual rate was Is. 2d.) 
Thirdly, because a rate of Is. 4 d. did not differ widely 
from the average rate of the preceding five years. 
The average was nearly Is. 5 d. Fourthly, because a 
higher rate would have put too great a strain upon 
the new interests that had been allowed to grow 
up on the faith of the existing state of the currency 
of India. Those are the four reasons ; and I may say 
that whereas those reasons influenced me at that time 
in fixing the rate at Is. 4 d., the exports of the last five 
years have proved that the rate of Is. 4 d. was not 
higher than the export trade of India could bear. 

8020. Are you of opinion that a low rate of 
exchange is a permanent advantage to the export 
trade ?—1 am not. 

8021. Why not?—If the rate had. been, fixed at 
Is. 3d. or even is. 2d., certain interests would have 
maintained that a further fall should not have been 
arrested by the action of the Government. It appears 
to me a fallacy to assume that a low rate of exchange 
is a permanent advantage to the export trade of India. 
While the rate is falling there is no doubt a great 
inducement to press forward exports to catch the 
higher sterling prices ruling in European markets, 
and therefore the volume of exports may be expected 
to increase; but when exchange has found its lowest 
level, if such were possible on a silver basis, the whole 
advantage would disappear in the adjustment of the 
lower sterling price of commodities, and then dis¬ 
appointment would be caused by the absence of the 
stimulus of a Btill further fall: just as unhealthy 
stimulants lose their effect on a patient when not 
constantly increased. 

8022. Are you in favour of the reopening of the 
mints ?—No, certainly not. 

8023. Will you just tell the Committee why you 
object to the reopening of the mints ?—J object to tlio 
reopening of the mints because the currency of India 
would be at the mercy of the speculators in silver. I 
suppose there is no commodity which is more subject 
to manipulation by American speculators than silver, 
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and I think it would be most unwise to place the 
finances of India and the trade of India, upon such a 
shifting basis. 

8024. Are you in favour of the establishment of a 
gold standard for India ?—I am. 

8025. Do you include a gold currency at first ?— 
Not at first. I think it will take some time for the 
present system to work out. I am in favour of a 
gold standard for India without a gold currency at 
first. It is impossible to devise a complete scheme 
which will satisfy the conditions of India. The 
method must be tentative and step by step. It has 
taken five years to prove that Indian exchange can be 
separated from the price of silver. It may require 
another five years to prove whether the people can be 
trusted with a gold currency. But this is a point 
which should be left to the judgment of the Govern¬ 
ment of India, who have more opportunity than any 
single individual of forming a correct opinion on 
matters appertaining to national characteristics. 

8026 I presume that yon mean by the remark, 
“ whether the people can be trusted with a gold 
currency,” whether the gold would not be abstracted 
from the currency for the purpose of hoarding ?— 
Yes. 

8027. Do you agree with Mr. Arthur that it would 
be a mistake to fetter the Government with any 
special recommendations ?—I agree with Mr. Arthur 
that it would be a mistake to fetter the Government 
witli any special recommendations, as to the method 
of introducing the gold standard. I would qualify 


that by saying, that while I 


would not prescribe to 
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the Government a complete scheme for the introduc¬ 
tion of a gold standard, I cannot think that it would 
ho desirable to withdraw 12 crores of rupees from the 
diminishing circulation, and melt them up. 

8023. You do not agree, in fact, with the proposals 
of the Government of India to establish a gold 
currency V—1 do not agree with that proposal. 

8021). You are speaking of the artificial contraction 
of the currency ?—Just that. 

8030. There is another proposal of tire Govern¬ 
ment of India, which is the immediate introduction of 
a gold currency; that is, making gold legal tender. 
Do you approve of that?—1 should leave that to the 
discretion of the Government, hut as I said before, the 
change must he gradual. 

8031. I suppose, subject to those two qualifications, 
you sec no insuperable difficulty in establishing a gold 
standard and gold currency ?—No. 

803?. You would have a gold standard with a silver 
token currency ?—At first I would have a gold 
standard with a silver token currency, and see how 
that works before issuing sovereigns for general 
circulation. 

8033. Have you considered Mr. Lindsay’s scheme ? 
—I have. 

8031. Will you roll the (Jommillce wlmt you think 
about that ?—I view Mr. Lindsay’s scheme with some 
favour. Ills idea of a gold standard office both in 
England and India is somewhat akin to the suggestion 
mndo by me before the Herschell Committee, that 
Indian Exchange might he worked through a State 
bank, which should also undertake to make the 
remittances of Government; but Mr. Lindsay leaves 
the latter to be dealt with ns at present, so that the 
operations of the gold standard offices and the sales 
of Council drafts might clash. There is also the 
financial responsibility which the Government decline 
to accept. If these two objections could be overcome, 
1 think the gold standard offices might control the 
exchanges just as the Bank of England settles the rate 
of interest in London without interfering with the 
operations of private banks. 

8035. With reference to Council bills, would not 
Mr. Lindsay’s scheme, by prescribing a minimum rate, 
practically settle the price at which Council bills 
would always hare to be sold?—There would be a 
greater demand for Council bills at certain times of 
the year, and then the rate would be higher. 

803(3. And do you think that that would take the 
price up above Is. Id. ?—I think it would. 

8037. Are you satisfied that the present mode of 
disposing of Council bills once a week by a supposed 
auction is the best inode of making the Government 
remittances to India?—I should not like to express 
any opinion against it. 

8038. Have you any opinion with reference to 
placing a duty on (lie import of silver as part of this 
scheme ?—A very strong one. 

8039. Just tell the Committee what it is ?—If the 
Government could see their way to fixing a minimum 
rate of exchange, as proposed by Mr. Lindsay, much 
of the difficulty would bo overcome, but when the 
Government, who are responsible for the financial 
results, openly affirm that they cannot undertake the 
responsibility, it would in my opinion be unwise to 
press them to do so. The effect of a minimum rate 
would be at once to eradicate the speculative element 
which intensifies the tendency to a fall in exchange, 
even more than the cessation of exports. Lastly, I 
suggest that the Government might strengthen their 
position materially by placing a duty on the import of 
silver, equivalent to a rate of exchange of lx. id. the 
rupee. The value of the hoarded mass of silver 
already in the possession of the Indian community 
would then be raised to the present artificial value of 
the rupee, and there would be no inducement to ill- 
disposed persons to increase the volume of currency 
by illicit methods. There is a suspicion that all the 
silver which now goes to India does not go for 
manufacturing purposes or for the ordinary purposes 


of trade. There is a suspicion ; I do not think it can 
be proved. 

8040. I)o you think it goes for illicit coinage ? —I t 
goes up country and something is done with it that 
the Government, do not know. It disappears from 
view. 

8041. I suppose there is also a large quantity of 
gold sent to India, of which we do not know the 
proposal ?—A great deal of gold goes there for hoard¬ 
ing, anti a great deal is used in the manufacture of 
puggarees and native dresses. 

8042. Now have prices remained pretty constant 
with the falling exchange ?—The gold prices in this 
country ? 

8043. Tn India?—The silver prices have remained 
practically constant. Evidence was given before 
the Ilersehcll Committee, from 12 of the principal 
markets in India, of most of the leading articles 
of trade, showing that, whilst exchange had been 
falling from 2s. in the rupee to 1,?. 3d., the silver 
price had been practically unchanged; but to my 
certain knowledge the whole thing is adjusted in the 
gold price in this country. My own experience for 
the last 20 years has satisfied me that whereas the 
average of silver prices in India has not varied, the 
fall in exchange has been adjusted in the gold price in 
this country. Our firm used to receive large consign¬ 
ments of the produce of India for sale in European 
markets. When exchange continued to fall rapidly, 
affecting adversely remittances of the proceeds of these 
consignments, native dealers put a stop to consign¬ 
ments, and insisted on sales to arrive, settling both 
price and exchange at the moment. As exchange 
continued to fall, lower sterling bids continued to be 
accepted, but the silver price remained the same, and 
that was all the native shipper cared about. Eacli 
fall in exchange enabled a new transaction to be 
effected without any loss of silver price. Dealers and 
merchants secured the profits, and highly appreciated 
the situation which allowed of such active business, 
not considering what would happen when the “ hard 
pan ” of lowest exchange was reached. 

8044. The great bulk, or practically three-fourths 
of the trade of India, is with gold-using countries, is 
it not ?—At the time of the Herschell Committee the 
proportion was two-thirds to one-third 

{Chairman) Perhaps Mr. O’Conor will tell us 
what the actual figures were. 

{Mr. O’Conor) Very nearly 80 per cent, is with 
gold-using countries. Several countries have adopted 
the gold standard since then. 

( Witness .) I am speaking of the time of the 
Herschell Committee. At that time the proportion 
was (37 per cent., so that if it is now up to 80, as 
Mr. O’Conor says, the trade has increased with 
European countries. 

8045. Would you regard that as an additional 
argument in favour of the gold standard ?—I should 
regard it as a strong proof that the closing of the 
mints has had a beneficial effect on the trade with 
gold standard countries. 

8046. {Lord Balfour of Burleigh) I do not 
understand that you have any actual knowledge of 
illicit coinage in India?—I have not. 

8047. And if the testimony of officials in each of 
the provinces of India were to the effect that, having 
made careful inquiries they had not been able to trace 
it, would you be inclined to place reliance upon their 
views?—I place great reliance upon official informa¬ 
tion in India, because 1 know that they have means 
of obtaining accurate information that the outside 
public have not. 

8048. Would not this be a fair way in which 
to put it, that if there were large manufactories of 
illicit coins that would be sure to be found out, and 
if there were many small ones it would be almost 
certain that the accuracy of the work would so vary 
that it would be detected in that way ?—I could not 
say with any certainty that there is illicit coinage. I 
only say that many people suspect that there is, 
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8049. (Sir D. Barbour.) You said that the 
Government of India minute mentioned a rate of 
Is. 6c?. for tlie rupee, not Is. 4c?. ?—I think there wns 
somethin" pointing to Is. 4c?. 

8050. My recollection of it is this (and J ought to 
know) that the Government of India did not fix any 
rate, hut gave a promise that under any circumstances 
the maximum rate should not exceed Is. Qd. ?—As I 
said in my evidence in chief, when I expressed an 
opinion that the rate which the Government should 
endeavour to establish should be Is. 4c?., I was not 
aware that the question of the rate had been discussed 
in any minute that came from India; and, therefore, I 
afterwards read, with great interest, the minute on 
that subject. I was under the impression that no 
other rate than Is. 6d. was referred to in that minute. 

8051. Referred to as being the maximum under any 
circumstances ?—That might be so. 

8052. You do not approve of the proposals of the 
Government of India, I understand, because you 
think it would be a mistake to melt down rupees in 
the way they propose ?—I think so. 

8053. Do you think that if their policy was carried 
out far enough, it would result in a gold standard i — 
Probably. 

8054. But your objection to it is that the carrying 
out of that policy might be attended with certain evils, 
the risk of which you are not prepared to run ?— 
What I think is that Ihe 1893 policy has worked 
fairly well. It has come to a point where, after several 
great struggles, the financial people in India see that 
a rate of 1$. 4c/. is very likely to be established— 
established, I may say, on the same fixity that a 2 s. 
rate was established. I have had experience in India 
when the rupee was 2s. 3d., also when it was Is. 10c/., 
so that when silver was recognised in the world 
generally as money, there was a variation of the rupee 
between Is. 10c?. and 2s. 3c?., according to the demand 
for money in India at those particular times. It had 
nothing whatever to do with the market price of silver, 
but it was a variation in exchange equivalent to the 
effect which is produced here by the Bank rate going 
ap sometimes to 10 per cent., owing to some excep¬ 
tional circumstances, and falling again to 2 per cent, 
when money becomes easy. 

8055. The question I want to put to you is this. 
Your objection to the Government proposals is that 
the melting down of rupees might cause evils which 
you think it is desirable to avoid ?—Yes, I think it 
would be an extreme measure, which is unnecessary 
under the circumstances. 

8056. And might produce evils ?—Might produce 
great evils. 

8057. 1 do not know whether you have given any 
attention to what some people have called the evasion 
of the maximum in connexion with the sending of 
gold to India. They have stid that when the rupee 
goes up to Is. 4</., or a little over, peoplo know you 
cannot go any higher, and so they hold off their 
transactions?—Yes, that is what I said. 

8058. Now, when exchange is high, sterling is 
cheap and rupees are dear. Is not that so. Y ou get 
more sterling for your rupees; you get Is. id. for 
your rupee instead of Is. 1<?. ?—Yes. 

8059. When exchange is high, sterling is cheap, 

and rupees are dear, and when exchange is low, 
sterling is dear, and rupees are cheap ?—There arc 
two methods- 

8060. First of all, do you agree with that; that 

when exchange is high, sterling is cheap, and the 
rupee is dear ; and, on the other hand, when exchange 
is low, sterling is dear, and the rupee is cheap ?— 
When exchange is, say, Is. 3d. - 

8061. Or when exchange is Is. Id., sterliug is dear 
and the rupee is cheap ?—Yes, of course, that is so. 

8062. Now the object of a man in business is to 
buy in the cheap market and sell in the dear market ? 
—You mean his productions. 

8063. Anything—any man who is in business, 
buying and selling, will buy in the cheap market and 
sell in the dear ?—As a general statement, yes. 


8064. Consequently, if a man has sterling to sell 
and exchange is Is. id., and he knows that exchange 
cannot go higher he will like to hold on a little (if 
he can manage it) on the chance of sterling becoming 
•dearer ?—Yes. 

8065. On the other hand, an importer who may 
want to sell rupees and get sterling, would like to 
carry through the transaction when exchange is high ? 
—That argument applies to commodities generally, 
but money is not a commodity. 

8066. I entirely agree, but I say that a man who 
has anything to sell, whatever it is, likes to get as good 
a price for it as he can, and if he wants to buy he likes 
to buy ns cheaply ns lie can ?—Of course. 

8067. Then the result is that a man who has 
sterling to sell when exchange is very high may hold 
off for some time ?—Yes. 

8068. And by not selling at that time he tends to 
keep exchange down ?— Yes. 

8069. On the other hand, the man who wants to 
carry out the opposite transaction, the importer, brings 
forward his transaction to get the advantage of the 
high exchange ?—Yes. 

8070. And in that way he too tends to k< ' 
exchange down ?—Yes. 

8071. Both these men transfer the transaction from 
one period of time to another period of time ?—That 
is all. 

8072. By one man not carrying it out at once, and 
by the other carrying it out sooner than he would 
otherwise have done, they tend to keep exchange 
down when it is high, but do they not by that very 
fact tend to make it go up at a future time ?—No 
doubt 

8073. So that the result is that although the 
exchange is kept down at one time, it is made higher 
at another time ?—Yes, it is the same thing with 
speculators in futures. People “ bear ” the market in 
futures, and it creates a market for covering. 

8074. So that the result of this system of evasion of 
the maximum, is simply to keep exchange down when 
it goes to the maximum, and to keep it up when it 
tends to go to the minimum ?—Yes. But the very 
fact of these speculative transactions depressing the 
market more than it ought to be depressed under the 
normal state of thingB creates a want of confidence 
in exchange. That is the evil of it. It is un¬ 
desirable that a country should be subjected to these 
speculations. 

8075. I agree, but I wanted to bring that out, that 
that system of evading the maximum has the effect, not 
of lowering the average exchange of the year, but of 
lowering the maximum and raising the minimum ?— 
Just so. Of course, when you cannot get above a 
certain maximum and you can make any minimum, 
as in the present state of things, the principle of 
forward speculative transactions does not so much 
apply, because we have a system which prevents them 
being cornered and the price going up against them. 

8076. Now if the ultimate result of this evasion 
of the maximum was to be this, that in the slack 
season somebody found that in order to cover him¬ 
self he had to import gold into India, that would 
create great confidence in the future of exchange ?— 
Yes. - 

8077. ( Sir J. Muir.) You referred to the stringency 
in Bombay recently ?—And in Calcutta too. 

8078. What was the Bank of Bengal rate ?—12 per 
cent., I think. 

8079. Was it not 13 per cent. ?—It might have 
been; I am sure it was 12 per cent.; it might have 
been 13. 

8080. But that was not the measure of what 
merchants in Bombay had to pay for money. Is it 
within your knowledge that merchants in Bombay 
took Government paper to the manager of the bank 
and asked for an advance in the ordinary course of 
business against that paper ; they were refused at 
first at 13 per cent., and then they said “At what 
rate will you lend it to us;?” And the answer was 
“We cannot lend- it to you at any rate.” They 


•Afr. H. Coke. 
-26 July 1898. 


Qq 3 



INDIAN CURBENOT COMMITTEE: 


flO 


Mr. H. Coke, 
gg Jiffy 1898, 


puid “We have engagements maturing, and we must 
“ have the money or we shall be bankrupt; we will 
“ give you anything,. up to 18 per cent.” Have 
you heard of that?—So we have been informed. 
And further than that, I have heard it stated that you 
could not get rupees in the bazaars, upon gold bars, 
at 25 per,cent, from the bullion dealers. 

8081. Being an Indian merchant, you know that 
this has been an exceedingly sore point to all the 
merchants in Calcutta, Madras, and Bombay ?—No 
doubt. 

8082. In 1893 you said there was redundancy of 
currency ?—Yes. 

8083. What evidence is there of that ?—There was 
an enormous amount of silver shipped out to India 
without any sufficient cause, except the operation of 
the Sherman law. People thought that exchange, 
which was then low, would be going up to 2s., and 
there was an immense amount of silver sent out for 
no other purpose but to get the expected profit on 
exchange. The Sherman Act did not have the effect 
expected, and the pendulum swung in the opposite 
direction. 

8084. Now, I am not satisfied that there was any 
redundancy in 1893, that is to say, that there wero 
more rupees in circulation than were needed ?—That 
could be proved by the amouut of silver tendered at 
the mint and the issue of Government notes; that 
could be proved officially. 

8085. Still, we have no proof of that, that is to say, 
the merchants of India, the majority of them, say 
that there was no redundancy of currency in 1895. 
Now, where is it visible ; where is it made patent ? 
—. I think Mr. O’Conor can best answer that 
question. 

8086. Mr. O’Conor is coming before us to-day, but 
I am satisfied about it, as far as I can gain any infor¬ 
mation, and I should like you to show mo where 
there was any redundancy in 1893 ?—It is placed on 
the records of the Herschell Committee, I think, that 
there was a redundancy, by the statement of the 
Immense amount of silver that had been sent to India 
in the preceding 12 or 18 months, and also by the 
great increase in the issue of Government notes. I 
will not undertake to give the Committee anything 
further than my own experience. 

8087. Then you said that you objected pretty 
strongly to 12 crores of rupees being withdrawn from 
circulation now and melted?—Yes. 

8088. Is not that going a little on the same lines 
that the Government of India have been going on in 
the last five years, that is to say, they have refused to 
coin any more silver ? It is just going a little further 
in what some of us regard as the wrong direction, 
hut you would call a halt now ?—Whereas I am 
satisfied with the positive policy; I will not adopt the 
negative. 

8089. You think they would not have got Lho rate 
up to Is. 4r7. unless they had closed the mints ?—I 
thiuk not. 

8090. Therefore, this has been a despotic inter¬ 
ference with the ordinary course of business ?—No, 
I do not agree with you at all in that view of the 
matter. The first duty of any civilised country is to 
attend to the currency. Currency laws are made by 
Government. The currency of India was established 
in 1835, when silver occupied an entirely different 
position in the world to what it did after 1874. 
When the Government find that they have a currency 
based upon conditions that have been entirely altered, 
I think it is the duty of the Government to alter its 
currency laws to meet those conditions, and it was 
not any arbitrary interference with what some people 
call the natural state of things, but it was a duty 
tbjrown on the Government to protect the interests 
of India generally, and not to allow one class of in¬ 
vestors or traders to benefit by the loss of another; 
currency laws are artificial, not natural laws. 

8091. You said that in your experience you had 
had the exchange at 2s. ^d. ?—Yes. 


8092. So have I, and at 2s. 2\d., and as low as 
Is. 10<7. There was no necessity then, was there, for 
interference ?—That was only for a very short time, 
and under special circumstances. Sometimes you 
have the bank rate at 10 per cent., and I have known 
the Bank Act to be suspended on that account 
twice. 

8093. Once, I think, in my time ?—Well, if it was 
not actually suspended, permission was given to issue 
notes, but you do not want to legislate for exceptional 
circumstances of that kind. 

8094. That was brought about by natural causes, 
and there was no interference by Government to force 
the rate up to 10 per cent. ?—I do not think there was 
anything natural about that. 

8095. Did the Government do anything?—The 
Government did not do any thing,.because there was 
known to be a temporary pressure for money which 
in the ordinary course of business would settle itself, 
just as the exchange in Bombay wont back from 
2s. 3 d. to 2s. as soon as there was time for remittances 
from London to reach that place. 

8096. We were talking of England. The suspension 
of the Bank Act was brought about by excessive 
speculation on tile part of money houses in various 
parts of the country. The Bank Act was suspended, 
and immediately was restored. Now that state of 
affairs in Loudon was not brought about by any 
interference on the part of the Government?—No. 

8097 They did not force the rate up for any 
objects of their own ?—No. 

8098. Wliat the merchants of India complain of is 
that the Government in India have taken steps, 
whereby they forced the rate to 18 per cent. ?—I only 
wish to say that it was not the action of Government 
which produced the state of things you refer to, but 
the basis of the currency fell away, and Government 
had to repair the breakage. 

8099. In other words what you call redundancy in 
1893 has been turned in 1898 into stringency ?—Yes, 
but the trade could have got any amount of rupees if 
they had tendered gold to the Bank of England. 

8100. The redundancy has been turned into strin¬ 
gency by the action of the Government in closing 
the mints ?—’Yes. 

8101. The fourth reason you gave for saying that the 
rate was fair, was “ because a higher rate would have 
“ put too great a strain upon the new interests which 
“ had been allowed to grow up upon tho faith of the 
“ existing state of the currency of India.” What are 
those new interests ?—Those new interests were, all 
the people who had been trading on a basis below Is. Ad. 

8102. Wo have been receiving numerous com¬ 
munications from the Indian Tea Planters’ Association 
in London, a very strong body, representing, I am told, 
25,000,0007. of capital sunk in tea planting, and repre¬ 
senting a very large body of shareholders all over the 
United Kingdom. They feel that they have a very 
strong grievance here. That is to say, because they 
started with large capital, having, of course, no antici¬ 
pation that Government were going to fix the rate at 
Is. 1<7. So far as their operations are concerned, you 
will see that the difference between Is. 4c7. and l.y. 2d., 
which they held ought to have been the rate, makes 
a vast difference to them in laying down funds in 
Calcutta to pay the wages of tlieir coolies. At Is. 2d., 
of course, they would get far more rupees than at 
Is. Ad. What is your opinion upon that? — My 
opinion is very clear upon that point. Jn the first 
place, the tea industry of India commenced long before 
tho fall of the rupee, and a great deal of the capital 
that was sent out to start the Indian tea business was 
sent out at a very much higher rate of exchange. 
People engaged in these early operations had no right 
to expect a profit from the subsequent abnormal state- 
of the currency. It was an accidental profit quite 
unconnected with the tea industry, and they could 
always secure themselves by making forward contracts 
in exchange. Then, again, the largest of the Ceylon 
tea companies have been brought out in the last two 
or three years, when the promoters knew perfectly 
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well that the Government was endeavouring to 
establish a Is. 4 d. rate. 

8103. Which company do you refer to ?—I dare say 
you know many of the companies. Their names 
can be found in the Stock Exchange lists. 

8104. I do not know as to that, but I know that 
the planters of Ceylon and India complain bitterly 
that they are unjustly used, and that this is hard upon 
them ?—But let me say that it is an unreasonable com¬ 
plaint: it is not a profit that they ought to have 
expected on the tea industry, but it is a profit on 
exchange. 

8105. You did not answer my question. Suppose 
that I sell a bill on Loudon when exchange is Is. 2d., 
will that be an advantage to me as compared with my 
having to sell at Is. 4 d. to lay down the wages of 
coolies in Calcutta ?—I have no doubt what you say 
is quite right, that if they can get exchange at Is,, 
they will get their money out at a much greater 
advantage. 

8106. Is not a tea-planter entitled, when he puts 
his money into tho soil, to expect that the Government 
will not, in an arbitrary manner, fix an arbitrary rate ? 

.—But the tea-planter put his money into the soil when 
he had no reason to expect that he would make this 
profit. 

8107. He took the chance of its going up or down ; 
he know the rate had been 2s. ?—He knew the rate 
was 2s.; a great many of them put their money in at 
the rate of 2s., and then it went down to Is. 4 d. It 
was entirely accidental. 

8108. You are talking of the people who put in their 
money 25 years ago, but men who put in their money 
25 years ago are in a different position ?—The great 
point is that the trade has been very largely extended 
since 1893. Properties have been bought and'the 
trade has been very much extended, when they knew 
that the Government was endeavouring to establish a 
rate of Is. 4<i., so that they have no right to complain. 

8109. What about the people who put in their 
money when the exchange was Is. 9 d. ?—I do not 
think there ure many of them. 

8110. {Chairman.) I suppose they would make a 
greater profit if the exchange went down to 2d. ?— 
Yes, and then they would not be satisfied. 

8111. Is it the profit on a depreciated currency?— 
It is the profit on a depreciated currency, and not a 
legitimate profit to the industry. 

(Sir J. Muir.) I am afraid you are not justified in 
saying that they would not be satisfied, because I think 
none of them would desire to see such a rate or 
believe it possible. 

8112. (Sir C. Crosthwaite.) Am I right in under¬ 
standing that you said that when a maximum rate of 
exchange for the rupee was established, it would 
have been advisable to establish a mimimum rate 
at the same time ?—I will not go so far as to say that 
it would have been right to have established a 
minimum. I do not think the Government would 
have been justified, not knowing their responsibilities 
in doing that; but I say that now, having had the 
experience of 5 years, wo have got to a point where 
it is practically possible, to establish a minimum rate 
without any great responsibility. 

8113. How would you do it?—Somewhat after 
Mr. Lindsay’s method. 

8114. In relation to the stringency of the money 
market in Bombay, you mentioned the fact that 
merchants within your knowledge could not borrow 
rupees on gold at 25 per cout. ?—So I have been told 
by letters received from Bombay, it is not within my 
own knowledge. 

8115. I want to know why, under those circum¬ 
stances, they did not take the gold to tlie Treasury 
and buy rupees at 15 to the sovereign ; would it not 
have been cheaper?—I cannot tell you why they did 
not, except that they thought, as many people did, 
that the rupee would be Is. 3 d. in August. There was 
a very strong feeling on the part of' many people: 
large transactions were entered- into on the basis of 


Is. 3d. or thereabouts. It was want of confidence that 
prevented people taking their gold. 

8116. And the feeling that if they did put gold 
into the Treasury they could not be certain of getting 
it back ?—Just so. 

8117. (Mr. Hatnbro.) You spoke of the price of 
forwards as one of the signs that people did not 
believe in the rate fixed. The present rate it about 
Is. 3-J-jrf. Have you any idea what forwards ara 
now ?—I do not know. I do not hear mueh of that 

(Mr. Campbell.) It is 1 per cent, up to December. 

8118. (Mr. Hambro.) You spoke of a duty on 
silver to make it equivalent to the exchange of Is. 4 d. 
Did you mean to fix that duty now, or did you mean 
to have a moveable duty which would move with the 
price of silver ?—First of all, I may say the principle 
is one thing, and the method of carrying it out is 
another. 

8119. But there are two principles there?—The 
principle of making silver equivalent to the rupee at 
Is. 4 d. is one principle. How to do it is another 
thing. 

8120. But had you in your brain the idea of an 
import duty, moveable or fixed ?—I think it should 

an ad valorem duty. 

8121. I wanted to know whether you meant an 
ad valorem duty or a fixed duty ?—An ad valorem 
duty. 

8122. (Mr. Holland.) Did I understand yon to 
say that an alteration of exchange affected the gold 
price in various commodities ?—Yes. 

8123. In such a commodity as cotton, for instance; 
do yon consider that an alteration of exchange affects 
the gold price ?—In this country ? 

8124. Yes, here?—Certainly. 

8125. Do you not think that the question of tho 
supply of American cotton is the all-important fketor 
in affecting the gold price ?—That is only one of the 
factors. I say that, all other things being equal, 
year by year the fall of exchange will very much 
affect the gold price. Suppose American cotton were 
the same amount this year as last year, then a fall in 
exchange would make Indian cotton cheaper in 
Europe. 

8126. You told us that you were in favour of closing 
the mints in 1893. Has the subsequent experience 
that has been gained on this subject changed, ip any 
way, your views ?—It has very much confirmed them. 

8127. Then the closing of the mints as a policy has 
had the effect that you anticipated ?—Yes. 

8128. Do you consider the present stringency in 
the money market has been caused at all by the 
closing of the mints ?—Yes; but the closing of the 
mints was to be a tentative measure, followed by a 
further measure. We have now got to the time when 

1 think that that further measure should be put into 
operation. 

8129. And do you think the putting into operation 
of the further measure would relieve the stringency 
which ever) one admits and deplores ?—Most certainly. 
If people s.uv that they could get 5 per cent, in 
India, and only 2 per cent, here, and they saw a 
reasonable prospect of getting their money back 
without any great loss by exchange, they would send 
money out and get 5 per cent, there instead of 

2 per cent. here. 

8130. 1 understand that you agree with Mr. Arthur 
in thinking that it is better not to fetter the Govern¬ 
ment with recommendations ?—It is best not to have 
any cut and dried scheme. 11 is for the Government 
to formulate a scheme that they think will work. 

8131. You would give the Government a free hand ? 
—Yes. 

8132. But you object to the proposals that the 
Government of India have made P—I do not. agree with 
all of them. 

8133. May they not be taken as indicating what the 
Government of India would do if they had a free 
hand ?—But, because I disagree with them, that is no 
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reason why their policy should be wrong. It is a 
matter of opinion. 

8134. You have told us that in 1893 you thought 
there was some redundancy of currency. Do you 
express an opinion as to whether or not there is 
redundancy now ?—I think that the redundancy is 
worked off, and that we have got to the point where, 
in the words of the Government of India, there might 
be a redundancy at one time and a stringency at 
another. 

8135. Do you think it important that currency 
should be elastic ?—Yes. 

8136. If rupees were melted down, does not that 
interfere with elasticity ?—Unless you provide some 
other means. 

8137. You are in favour of a duty on silver equiva¬ 
lent to Is. 4 d. The effect of that would be, as you 
state, to affect the value of all silver hoards, but would 
yon contemplate, at the same time, the re-opening of 
the mints ?—No. 

8138. Then what advantage would you expect from 
that ?—This very great advantage, that, whereas some 
6,000,000/. or 7,000,000/. of silver go to India as an 
import, that would be very considerably reduced, and 
the exports then would exceed the imports of India 
by the amount of the diminution in the import of 
silver. ' 

8139. And the Government revenues would be 
benefited in that way?—The Government revenues 
also would be benefited. 

8140. Then if you would still keep the mints closed 
it is, perhaps, useless to ask you about seignorage ?—I 
am very strong indeed that it would be unwise for the 
Government, both from the point of view of trade and 
from the point of view of the political relations of 
England and India, to go back to opening the mints. 
I think that such an important portion of the British 
Empire as India is, should have the same standard of 
valuation as England. 

8141. Do you admit that silver-using countries have 
an advantage in foreign competition with India by the 
fall of silver—China, and so on ?—They must have. 
The most important of the silver-using countries is 
China, but my opinion is that with the development of 
China by European influences, and the settlement of 
this business in India, very likely China will follow 
suit. 

8142. (Chairman.) With the full knowledge of 
this competition with silver-using countries you adhere 
to your opinion ?—I do, because the interest is as 
80 to 20. 

8143. ( Sir A. Dent.) When you gave your evidence 
before the Herschell Committee you told us that you 
recommended the Is. Ad., and that exchange was then 
about Is. Id. ?—Yes. 

8144. Silver, I think, then, was about 3s. 3d .—it 
was anyhow over 3s. ?■ —Yes, it was over 3s. 

8145. Now, what is it?—27|</., I believe. 

8146. Is it your opinion that the new exchange 
to be fixed may be entirely independent of the price of 
silver ?—Yes. 

8147. (Mr. Campbell.) You say that your ex¬ 
perience in the past five years points to Is. 4fZ. as 
the suitable rate ?—Yes. 

8148. Of course, you are aware that it is only with¬ 
in the last two years that exchange has approached 
1*. 4 d. ?-—Yes. 

8149. In the first two years after the mints were 
closed exchange went down to below Is. Id. ?—Yes. 

8150. 1 suppose it must be on the experience of 
the last 2 years that you rely in saying that Is. 4 d. 
is the suitable rate ?—I think I explained that in my 
evidence in chief—that in the first year there was no 
rise to be expected because of the redundancy, but in 
the second year a slight portion of the redundancy 
disappeared, and in the third year a little more; then 
came the two periods of famine, and it has been only 
the last year or year-and-a-half when you may say 
that this new system of the Government has had a 


fair chance, and, as I say, the effect of the last two 
years has been confirmatory of the opinions that I 
held in 1893. 

8151. Do you call years of famine and war and 
plague normal years to go by?—-I say if there had 
been an ordinary crop and if the trade of India had 
been normal and not abnormal, this Is. id. rate would 
have been reached sooner than it was reached. 

8152. Are you aware that last year the Council 
bills were very much curtailed ?—Yes. 

8153. Do you think that had no effect in raising 
the rate to the neighbourhood of Is. Id.'? —Not a 
greater effect than the cessation of exports. The 
diminution of drawings was counteracted by the 
curtailment of exports duo to the famine. 

8154. You also say that, in your opinion, exchange 
lias no effect on trade ?—On export. 

8155. On trade generally ?—On the export trade, I 
said. 

8156. Then has it no effect on the export trade, 
and yet an effect on the import trade ?—It tends to 
improve the import trade. 

8157. Without affecting the export trade at all?— 
I can only say that, looking at the volume of the 
exports from India while this rise has been going on, 
you cannot say that it has interfered with the export 
trade. 

8158. But do I understand you to say that it does 
not matter whether exchange is Is. id., Is. 8 d., or 
Is. 2d., that trade will go on irrespective of that?—-1 
think it will. It went on at 2s. 

8159. Notwithstanding tight money, gold has not 
gone out to India as currency ?—No. 

8160. But you are aware that it has gone out to 
India in large quantities for sale at a higher value 
than the Government was offering ?—Yes. 

8161. Do you think that if the Government had 
offered 16 rupees for a sovereign instead of 15 rupees 
that would have attracted gold to India as currency ? 
I think not. Until you had settled a basis of exchange 
at which it should be brought back, I do not think it 
would. 

8162. Regarding trade with China, of which you 
have a large experience, has that been affected ?— 
Very seriously. 

8163. And permanently affected, do you think ?—I 
hope that, in time they will put their exchange right 
in China by establishing a civilized system of currency. 

8164. But unless they do that the trade must be 
very seriously affected ?—I question very much the 
opinions of those people who think that China is 
going to be a great competitor with India. For the 
very same reason that people will not send gold out to 
] udia, because they do not know exactly at what rate 
they will get it back, so, I think, they will be found 
very timid in sending out gold to China. 

8165. With regard to a heavy import duty on silver, 
what effect would that have upon the price of silver in 
this country ?—Theoretically it ought to send it down 
because it would curtail the demand; but that is 
not a question for me. 

8166. Suppose it did seud it down, that would 
accentuate the difference which now exists between 
India and China, inasmuch as China is on a silver 
basis, and India on the basis of the enhanced rupee ? 
—Certainly. 

8167. And to that extent it would still further add 
to the injury to India’s China trade ?—Yes. 

8168. (Mr. Le Marchant.) l r ou referred to the 
withdrawal of capital from India when exchange 
touched, or approximated to, the maximum point. Do 
you regard that as having affected the money market, 
and the rate of discount ?—I think that that must have 
diminished the current supply of money in the 
financial centres. 

8169. In fact, money in India changed hands—it 
passed into different hands that could not possibly use 
it for the same purposes of loans and discounts ?— 
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That money was lying in India in banks, or in some by the bill, very likely went up country to pay for 
investment or other that became available for money produce, and so reduced the loanable supply of money, 
supply; when it was transferred to this country by a 8170. In short, it was a material fact—not a formal 
bill of exchange, the rupees which passed in payment set of book entries ?—It was a material fact. 

The witness withdrew. 


Mr. Ewen Cameron called and examined. 


8171. ( Chairman .) You are the manager of the 
Hong Kong and Shanghai Bank in London :—Yes. 

8172. How many years have you been at the head 
of that bank ?—In London I have been for eight years. 

8173. How long have you been connected with the 
banking of India ?—For over 30 years in India and 
China. 

8174. I suppose you are not authorised to represent 
the bank here as a bauk; you are simply giving us 
your individual opinions ?—My individual opinions. 

8175. And your .directors will be in no way bound 
by what you say ?—In no way. 

8176. Now, were you in favour of, or opposed to, the 
closing of the Indian mints ?—I was opposed to the 
closing of the mints. 

8177. Will you tell us why ?—I thought it would 
interfere with the natural course of trade in India. 

8178. In ycur judgment, what have been the effects 
on the trade of India of the closing of the mints ?— 
The trade of India, to begin with, suffered, but since 
then the trade has adjusted itself, and has been going 
on more satisfactorily. 

8179. Do you mean that there was a temporary 
injurious effect which has now been met by a general 
re-adjustment, and that trade has now resumed the 
normal condition ?—I think, to a certain extent, trade 
has resumed its normal condition. It has been 
interfered with by abnormal seasons of late and also 
by the great monetary stringency, which I attribute to 
the closing of the mints. 

8180. Is there a want of confidence in the future of 
the Indian currency ?—I think not. Misgivings have 
been felt in some quarters, but, speaking generally, I 
think there is no want of confidence in the future of 
the currency of India. 

8181. Will you give us a little information as to the 
recent stringency ? Just state, from your own point 
of view as manager of the Hong Kong and Shanghai 
Bauk, what was the extent of the recent stringency of 
money in India ?—I am not competent to speak of 
what is going on in India generally, but it is a well- 
known fact that the bauk rate was 13 per cent., and 
that great inconvenience was caused to trade by the 
excessive rates—that merchants could not get accom¬ 
modation at reasonable rates. 

8182. Do you think the reason why they could not 
get accommodation was entirely the scarcity of 
currency ?—Undoubtedly. 

8183. You are aware that they could have obtained 
additional currency by either importing or depositing 
gold ?—Yes. 

8184. Why did not they avail themselves of that ? 
—Large quantities of gold were imported, but the 
Government price was below what could be got for 
it in the bazaars. 

8195. Do you think the mints should be re-opened ? 
—I do not. 

8186. Do you think that that would be injurious 
to the trade of India?—I think it would be very 
injurious to the trade of India, to begin with. It 
would dislocate trade entirely, for a time. 

8187. You- are aware, no doubt, of the various 
policies that have been proposed—the proposals of the 
Government of India and the proposals of Mr. Lindsay. 
What is your opinion as to the proper policy that 
should now be adopted?—I have a strong idea that 
sufficient time has not yet elapsed from the closing of 
the mints to form a positive opinion, or to formulate 
a policy. Even under ordinary circumstances, after 
such a radical change as the closing of the mints, 
five years is too short a period, and of those five years 
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two have been very abnormal years owing to famine 
and plague, consequently I think we are not yet in a 
position to form an opinion. My own idea is that the 
formation of this Committee has been premature; but 
as it has been formed, my idea is that it should adjourn 
from time to time and gather information, and issue its 
report two years hence. 

8188. 1 am afraid that that would be arrogating to 
ourselves the functions of Government. As we are 
appointed by the Government, it is our duty to make 
a report. However, I understand your point is that 
sufficient time has not elapsed for the fair trial of the 
experiment ?—Exactly. 

8189. The experiment (you will correct me if 
I am wrong) being to make silver coins in India a token 
currency, and, by some means or other, endeavouring 
to have a fixed rate of exchange of Is. id. ?— 
Exactly. 

8190. That experiment you would wish to see tried 
a little time longer before you express an opinion 
favourable or adverse to it ?—Yes. 

8191. Have you any opinion of your own with 
reference to the desirability of a gold standard for 
India?—I think a gold standard is desirable if you 
can fix the ratio between gold and the token coin 
at a rate that would be advantageous to India. 

8192. Have you any idea of your own what the 
rate should be ?—I think we have not had sufficient 
experience. It may prove to be Is. id., as the rate is 
tending to Is. id. just now; but there is evidence, 
judging from the last five years, that Is. id. is too 
high. No gold has been sent in to the Government. 
Although large quantities of gold have been sent to 
India, the Government have not got any of it. 

8193. Do you think if the rate were fixed at Is. 3d. 
they would have got gold ?—Possibly; it is more 
likely than at the higher rate. 

8194. Have you thought at all of the possibility 
of a higher rate than Is. id. —say, Is. 6 d. ?—No. 

8195. Now I am going to your China experience. 
Do you consider that India is handicapped in com¬ 
petition with China to the extent of the difference 
between the bullion and the exchange value of the 
rupee ?—No ; not to that extent. 

8196. To any extent ?—To some extent. 

8197. What is the currency of China?—We have 
had no authoritative information upon that point. 
Theoretically, and to some extent in practice, copper 
cash is the currency of China. In all retail trans¬ 
actions, copper cash is the standard of value. For 
large transactions silver Mexican dollars and the Carolus 
dollars are used. The Carolus dollars are the old 
Spanish dollars. 

8198. Where are they coined ?—They were coined 
by Spain, but they are almost extinct. 

8199. For retail purposes the ' currency is copper 
cash ?—Yes. When the European merchant buys 
from the Chinese dealer, he pays in silver; the native 
dealer with that buys dollars and copper cash to pay 
the growers for their produce. 

8200. Do you think that recent political events will 
have such an effect on the trade of China as will 
result in a new development altogether?—I think 
so. 

8201. Would that, do you think, at all affect the 
currency ?—The currency of China will have to be 
reformed when that takes place. 

8202. Have you any opinion as to the benefit or 
the disadvantage of a falling exchange on trade ?-— 
My opinion is that u falling exchange does benefit 
trade. 
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8203. To any great extent ?—It is only ono element 
in many conditions that help it, but it tends to do so. 

8204. (Sir F. Movoatt.) Did you say a falling 
exchange or a fall in exchange ?—Well, a fallen 
exchange—a low exchange. 

8205. A permanent low exchange, and not a falling 
exchange ?—Yes. 

8206. (Chairman.) Seeing that the closing of the 
mints has, apparently, not had the effect of stopping 
the import of silver, are you in favour of the Govern¬ 
ment adopting any policy to impose a duty on silver ? 
—No; decidedly not. 

8207. Do you think that that course would involve 
a serious fall in the price of silver ?—It would involve 
a serious fall in the price of silver. 

8208. And that, I suppose, would dislocate our 
trade with silver-using countries ?—It would. Before 
the closing of the mints the trade with silver-using 
countries, as we have heard here to-day, was one- 
third, now it is only 20 per cent. If a further 
serious fall in silver takes place, I think there is great 
danger of losing the trade entirely. 

8209. As a banker, have you any strong objection 
to the Government withdrawing a large quantity of 
silver from circulation and melting it ?—Decidedly. 

8210. You object to that?—Yes, strongly. 

8211. (Mr. Campbell.) You say you think we 
have not had. sufficient experience yet to judge of the 
proper course, to follow with regard to the currency ? 
—That is my opiuion. 

8212. But you are aware that money has been 
exceedingly tight in India during the last two years ? 
—Yes. 

8213. I suppose you agree that, in all probability, 
if nothing is done, the stringency will bo repeated, 
and be worse this year and next year ?—Yes, that is 
my opinion. 

8214. Have you any idea of mitigating that in any' 
manner while we are waiting, according to your 
suggestion ?—That is a question I am not prepared to 
speak of -with confidence, as of late I have not had 
much experience of purely Indian finance. I notice, 
however, that, similarly to our experience in this 
country, the in-gathering of the revenue in India 
tends to deplete the money market for the time being. 
The months when the Government balances stand 
highest coincide with the shipping season, and the 
influence of trade and revenue collection coming 
together naturally tends to make money dear. I there¬ 
fore! think that there ought be no [great difficulty in 
devising a scheme by which the Government balances 
should be made available to relieve the situation 
during the busy seasons; the withdrawal of these 
funds later on would prevent undue ease during the 
slack season, and so tend to keep a more even rate all 
the year round. 

8215. The money is kept in the Treasury just at 
the time when trade wants it most?—So I gather 
from the statistics. 

8216. And if it could be made available for trade 
purposes at that time, it would prevent the extreme 
stringency we have seen ?—Yes. 

8217. Of course, you are aware that the Govern¬ 
ment now at the busy season let out their balances 
very freely by selling Council bills ?—Yes. 

8218. In addition to that, how would you make the 
money available to the market ?—I think it might 
be done through the Presidency banks against 
Government paper. 

8219. You would lend the surplus balances to 
the Presidency banks against Government paper ?— 
Yes. 

8220. And they, in their turn, would lend out the 
money to their customers as they wanted it ?—Yes. 

8221. Then when the busy season was over, I 
suppose these loans would be re-called ?—That would 
be the idea, to re-call the loans and so tighten money 
up again in the slack season. 

8222. So as to get money as near as possible at an 
even level throughout the year ?—Yes. 


82 23. You say that no gold has gone in as currency 
to India since the mints were closed ?—Practically 
none, because it always fetched a better price, in the 
bazaar. 

8224. Do you think that there would be more 
probability of gold going in as currency if the Govern¬ 
ment offered a better price for it ?—There I must 
come back to my first idea, that we have not had suffi¬ 
cient length of time to come to a decision, but seeing 
that it did not come in at Is. 4 d., I think it is only fair 
to assume that it would have a better chance at a 
lower rate. 

8225. I suppose you admit that the fixing of the 
ratio is a very important part of the whole affair ?— 
The most important part. 

8226. What is your idea of how that proper ratio 
should be arrived at ?—After the experience which I 
wish to have and the evidence I suggest that you 
should collect, we shall be able to form a conclusion. 
If gold begins to flow into the Government Treasury 
at Is. \d., then I think Is. 4 d. should be the rate. 
If we find that gold does not come in at Is. 4 d., 
then we must assume that a lower rate is necessary. 
The rate at which gold flows freely into the Govern¬ 
ment treasuries I take jt to be the correct rate. 

8227. Then you would be guided by experience ?—I 
should be guided by experience. 

8228. You would rather be guided by experience 
than, say, that the Government should fix upon a rate 
of their own, and force that rate on the market by 
artificial means ?—Decidedly. 

8229. We have heard a good deal about the example 
of Japan, which went on a gold standard some time 
ago, and we have been told that Japan is losing her 
gold. Have you any idea of the condition of Japan 
as regards her trade balances ?—Last year was an 
abnormal year for Japan as well as for India. There 
was a scarcity of rice which compelled them to import 
very largely and put the balance of trade against Japan. 

8230. That is exceptional, of course ?—That is 
exceptional. 

8231. Ido not know whether you noticed in last 
week’s “ Economist ” some particulars of the foreign 
trade of Japan ?—I did not see it. 

8232. The foreign trade of last year allowed a 
balance of imports as against exports of ' merchandise 
of 56 million yen ?—That I can quite understand. 

(Chairman.) What would that be in sterling, 
roughly ? 

8233. ( Mr. Campbell.) It would be about six 
millions sterling. That is the balance of trade against 
her ?—Yes. 

8234. Then, this year, for the four months the 
surplus imports of merchandise have been no less 
than 50 million yen. On the other hand, she has 
exported gold to the extent of 44 million yen. Witli 
a balance of trade such as that against her, are you 
surprised that Japan is losing her gold ?—Not at all. 

8235. It is the natural thing?—Tt is the natural 
consequence. 

8236. The silver yen was called in when the gold 
standard was adopted ?—Yes. 

8237. And a large proportion of the yen have been 
exported to other silver-using countries ?—Yes, a 
large proportion. 

8238. Is there much of the yen left in Japan, do 
you think ?—We cannot tell positively, but as far as 
our information goes, there are still 30 millions of yen 
available for Sale. 

8239. Does that include subsidiary currency ?—No. 

8240. Have you any information as to the amount 
of yen in circulation when the change was made ?— 
No. On account of the large exportation of yen to 
Singapore and the Straits and different places, we 
have no means of arriving at that, but the total 
amount of yen coined by the mint amounted to 
168 millions. 

8241. That is about 20 millions sterling?—Her haps 
not quite so much. 

8242. (Sir A. Dent.) Since when is that ?—Since 
tike mint was opened. 
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8243. (Mr. Campbell.) I suppose, during these 
years, since .Japan demonetized the yen, a very large 
amount of silver must have been sold in that form ? 
—A considerable amount. 

8244. (Sir F. Mwoatt.) In Japan, do you mean ? 
—Sold by Japan. 

8245. (Mr. Camvbell.) Do you think an amount 
sufficient to have a very appreciable effect on the 
price of silver in the world ?—As a matter of fact, 
since Japan commenced to sell, from other causes 
silver has been going up. 

8246. But if Japan had not been selling, might not 
the rise have been moro pronounced ?—Distinctly. 
It has been a factor, and a very important factor, in 
the price. 

8247. Now that that is really at an end, of course 
that factor will cease ?—That factor will cease, and 
silver will have a better chance by so much. 

8248. You say that the chief currency of China 
is copper cash ? — For retail transactions. For 
large transactions it is silver. 

8249. That is* to say, the European merchant pays 
silver for the silk or tea that he buys, and the seller 
of the silk or tea has to convert that silver into copper 

cash ?_The native merchant converts it into copper 

cash through which he pays the small grower. The 
grower gets his payment in copper cash. 

8250. How is the value of copper cash now as 
compared with what it was five or six years ago ?— 
Since the closing of the mints, copper cash has 
advanced about 15 per cent., that is, speaking 
generally—it is quite 15 per cent. 

8251. The same amount of silver would buy 15 per 
cent, less of copper cash than it did before ?—Yes. 

8252. To that extent has that reduced what you 
may call the handicap on India as compared with 
China ?—Certainly. 

8253. Are there any other charges which go to 
diminish that handicap?—There is an export duty on 
produce in China. 

8254. Tea and silk have to pay an export duty ?— 
Yes, tea especially suffers very much as the export 
duty is not ad valorem, but by weight, and con¬ 
sequently while it is comparatively light on high 
priced tea, it is very heavy on common and cheap 
grades. 

8255. With these two influences, tho higher price 
of copper cash and the export duty, the handicap is 
very much diminished ?—As regards tea, yes. 

8256. As regards tea or any other produce ?—I do 
not know that there are other articles that compete 
very much with India. Tea is the principal thing ; 
silk to a very small extent. 

8257. Have you any idea of the extent of these 
export duties ?—I will put it in this way. The price 
of tea varies from 70 taels to 8 taels per picul, and 
the export duty is a little over two taels per picul 
On a 70 tael tea the export duty is small, but on an 
8 tael tea it is 25 per cent. 

8258. Would 10 or 12 per cent, be a fair average ? 
I should say 15 per cent. 

8259. Then, taking 15 per cent, lor export duties 
and 15 per cent, for the higher price of copper cash, 
the handicap is very considerably diminished?—But 
the exchange has gone down by 36£ per cent, since 
the closing of the mints. 

8260. There is still a large margin ?—No, there is 
very little margin ; you have 15 per cent, and 15 per 
cent., making 30 per cent. 

8261. (Sir A. Dent.) Then there is the likin ?— 
That is included. 

8262. (Mr. Ilambro.) You say that the price 
which ought to be fixed for the rupee ought to be 
somewhat determined by experience of what exchange 
does; but has not the Government rather burnt its 
boats, so to speak ? I mean, having fixed a maximum, 
is it not very difficult to find out what the exchange 
suits itself to ? If you removed the maximum, you 
would find out; but as long as you have the maximum 
of 1*. Ad, as soon as it gets near that, every 


conceivable plan is adopted to try and evade the 
maximum ?—Exactly. 

8263. Therefore, if you wanted to get at really what 
exchange would go to, you would have to remove the 
maximum ?—I see the difficulty of the Government in 
doing that; but once they arrive at the correct rate 
of exchange, the difficulty will be got over. 

8264. It would have been easier if there had never 
been a maximum fixed ?—But they wanted the gold 
to go into the country. 

8265. But they never got any ?—They never got 
any. 

8266. Perhaps they would have got it the other 
way more easily. I only want to know whether, to 
get at the exchange, you would remove the maximum, 
and, as Mr. Bertram Currie proposes, leave it. to 
arrange itself ?—Theoretically, that is right. 

8267. If you put a limit on one side and on the 
other, you never quite know what you can do ? — 
Just so. 

8268. Would you advise, theD, the taking off of 
the maximum?—No. 

8269. Now that the maximum has been put, you 
would keep it?—Yes. 

8270. (Mr. Le Marchant.) Do you think it would 
counteract the prejudicial effects of a fixed maximum 
if Government were to undertake to give gold or 
sterling for rupees at a fixed minimum ?—I think if 
a minimum were fixed it would give confidence ; but, 
as I said before, until we have by experience found 
out what is the rate that suits the country, that cannot 
be done. When that is arrived at, then we should fix 
a minimum as well as a maximum. 

8271. You were speaking of some measure to 
keep discount rates at a more even level throughout 
the year. Supposing anything of that kind were 
possible, would it be consistent with a favourable rate 
of exchauge-—would it interfere with the rate of 
exchange in any way ?—Do you mean the lowering 
of the rates of discount ? 

8272. Yes, on the average ? — The tendency of 
exchange is to get easier with cheaper money. 

8273. Do you think lower exchange is a direct 
result of cheaper money, or that they both arise from 
the same set of circumstances?—From the same set 
of circumstances. 

8274. In speaking of Japan and the loss of gold 
by the Government, may that have been caused by 
exceptional expenditure on the part of the Govern¬ 
ment ? They have had a period of expenditure on 
reforms, and so forth ?—As a matter of fact, I thiuk 
that that exceptional expenditure has been met by 
the indemnity that they get from China. Really the 
gold was exported to adjust the balance of trade. 

8275. There may have been excessive expenditure 
on the part of the whole country. The balance of trade 
being against it shows that the country has been taking 
imports to a very considerable amount without cor¬ 
responding exports ?—There are exceptional reasons 
for that this year. There was a scarcity of rice, and 
there is a prospect of the revision of the tariff, which 
has stimulated imports. 

8276. If such a development of China took place 
as you speak of as being possible, would that lead to an 
introduction of foreign capital into China? It would 
hardly be possible without it, would it ?—China must 
huve foreign capital to develop it. 

8277. If that came in largely from gold-using 
countries, would it lead to an adjustment of prices, 
an alteration of prices in China ? Do you think prices 
in China would gradually rise ?—The prices of com¬ 
modities, you mean ? 

8278. Yes?—It is difficult to say, there are so 
many causes that affect prices The price there has 
to correspond with the price here to some extent. 

8279. But the more China is brought into relation 
with foreign countries that use gold, there will be 
more conditions bearing on the alteration of prices ?— 
The more she exports, I take it, the cheaper prices 
will become. China, so far, has only the benefit of 
low exchange and cheap labour. Later on, the 
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country will be opened up, and communication will 
be cheaper; we know that in India cheap communica¬ 
tion has helped enormously to develop the trade 
of the country. So far, China has had very little 
hut the exchange to help her in competing with other 
couu tries. 

8280. Do you think that, if she had something 
more, if she had capital, there would be a greater 
tendency towards an equalization of prices in China 
with prices in other countries ?—I think so ; but then, 
again, probably we should consume more on this side; 
there might be a greater demand. That we shall- get 
more produce from China in time there is no doubt 
whatever. 

8281. ( Sir A. Dent.) You said the difference in 
the copper cash now as compared with some years 
before was only 15 per cent. Is there not evidence 
in the Consular Reports and other documents that 
more often it is considerably greater than 15 per cent. ? 
—It varies very much, no doubt. I have taken my 
figures for one month in each year since 1803. 

8282. Then that copper cash is a very uncertain 
coin : it has depreciated very much in China ?—Yes ; 
there is no standard such as we have with the silver 
coin. 

8283. It is adulterated with lead and sand and all 
sorts of things ?—Yes. 

8281. So that sometimes the difference is more than 
15 per cent.; it might be 30 or 40 ?—In some places, 
no doubt. 

8285. Have you heard anything of the Foochow 
Tea Improvement Company ?—Yes, it was established 
last year. 

8280. It is a very small concern, is it not ?—And 
consequently, I understand, it has not been the success 
that was anticipated. First of all it was a success, 
but there has not been a sufficient quantity of lea 
treated to make n market for it. 

8287. China, owing to the way she is piling up 
debt, will very soon have a question to solve, such as 
India has, as to large remittances home ?—Certainly. 

8288. And that will probably force her into some 
new currency system ?—The first tiling that will force 
China into a now currency is the construction of rail¬ 
ways under European administration. There are several 
mints established in China, but not a national mint. 
Several of the viceroys establish mints of their own 
for coining silver into dollars and subsidiary coinage. 

8289. Are they taken freely in China?—Only 
locally. 

8290. As regards the stringency of money, we have 
dften been told here that it is in a measure owing to 
the hanks having sent their capital home. Can you 
give us an opinion about that ?—I think the fact of 
the banks sending capital home cannot have had very 
much effect. In the first place, the capital of the 
exchange banks could not have been very large as 
compared with the trade of the country. As far ns 
regards the bank which I represent, our capital has 
not been removed from India; it was not comparatively 
a large amount that we had, and it has not been 
removed. Our capital is on a silver basis, and it 
naturally remains there. As regards other banks, 
perhaps Mr. Campbell can tell you better than I can, 
but as a rule I think the capital held by the banks in 
the East has been taken away. But, on the other hand 
(I am also open to correction here), I believe the fact 
remains that fill the exchange banks now employ in 
India ns much money as they ever did. The removal 
of the capital from the East is more or less a matter 
of book entry. 

8291. The capital which was formerly applied in 
rupee form is now applied in gold form ?—Exactly. 

8292. As a matter of fact, very nearly all the capital 
of the banks was remitted home years ago ?—Yes. 

8293. It was in the case of the Chartered Bank of 
India, Australia, and China, and I believe the National 
Bank and the Mercantile bank, too ?—Yes. 

8294. The money of the Chartered Bank was 
remitted at least ten years ago ?—I think you may 
say the same of all the other exchange banks. 


8295. ( Sir D. Barbour.) You know, of course, that 
India has always been liable to have high rates of 
discount at certain periods of the year—in the busy 
seasons ?—Yes. 

8296 And sometimes, before the mints were closed, 
those rates of discount have been very high ?—Yes. 

8297. But the high rates of discount in the last year 
or two seem to have lasted longer than was formerly 
the case ; they have been very high, and the high 
rates have continued for a longer time ?—It has 
been so. 

8298. That is ascribed, no doubt, with more or less 
justice to the closing of the mints. Now, can you 
explain exactly how the closing of the mints brings 
about this stringency ? Of course, people say want of 
currency. I daresay you admit that currency and 
loanable capital are not quite the same tiling. I do 
not. think that merely to say it is want of currency 
will explain it. Can you give any fuller explanation ? 
—The trade of India has been expanding, and there 
has been no addition made to its currency since 1893. 

8299. But is a contraction of the currency neces¬ 
sarily the same thing as a contraction of loanable 
capital ?—No. 

8300. That is to say, that all the rupees that ever 
were in India are there still, although they are not in 
the banks, and not available as loanable capital ?— 
When the trade expands, there is a larger area to be 
covered by the same number of rupees. 

8301. But the proportion in the banks is not the 
same as before ?—No. 

8302. If, now, a number of merchants—natives of 
India—hud saved money to the extent of 5 crores, 
and were to lodge that in the banks, the stringency of 
money would bo removed ?—Yes, by so much. 

8303. Although there had not been a rupee added 
to the currency ?—In the case you put, the 5 crores 
were taken out of savings, not withdrawn from cir¬ 
culation ; so when deposited with the banks thoy 
would be added to the active currency of the country. 

8304. It is adding it to that portion of the currency 
which is ready to bo lent, for the purpose of trade ? 
—Yes. 

8305. I suppose when the Government borrows in 
India, that tends to take some capital out of the 
market ?—If the Government locks up the rupees 
it gets, undoubtedly. 

8306. Or even if the Government spends the money 
in the construction of railways in the interior ?— 
Then the money is released. 

8307. But doe, it necessarily follow that it will go 
into the hank ?—Not necessarily into the banks, but 
if not, then into the country generally. 

8308. Does not the rate of discount depend on the 
balances in the bank, and not on the money circulating 
in the interior of the country ?—I think the two go 
together. If money is abundantly circulated in the 
country, it finds its way naturally into the banks, 
because the import markets are affected by cheap 
money. 

8309. It might find its way ?—The tendency is for 
it to find its way there. 

8310. But it might circulate and not come back to 
the banks ?—It might take some time to come back. 

8311. It might, or it might not ?—In England you 
would know what became of it, but in India it is 
not so easy to trace. 

8312. Now, I suppose the depositors—the men 
who used to deposit money in the banks—have taken 
advantage of the high rate of exchange, and sent 
their money home?—Naturally, to some extent. 

8313. I suppose everybody connected with India 
has known instances of that ?—Y r es. 

8314. And I suppose, again, the effect of the famine 
would be to use up capital for the time being ?— 
Naturally. 

8315. All these causes would add to the stringency? 
—No doubt. 

8316. Now, as regards the Government assisting 
to keep down the rate of discount in tHe busy seasons 
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—do you know exactly where the Government 
balance is placed in India ?—Not exactly. 

8317. It is some time since you have been in 
India ?—Yes, 25 years now. 

8318. There is a portion kept, as I daresay you 
know, with the Presidency banks ?—Yes. 

8319. And there is a portion kept in a separate 
Treasury belonging to the Government in each of the 
Presidency towns ?—Yes, in the reserve treasuries. 

8320. And the rest is in the various district 
treasuries scattered all over India ?—Yes. 

8321. You have not suggested any means by which 
the Government should give assistance ?—I have 
pointed out what to my mind causes the stringency, 
and I have left the means of relieving it to those who 
have better local knowledge than myself. 

8322. It used to be the case that in times of great 
stringency, supposing the published rate of discount 
at the Treasury banks was (we will say) 12 per cent., 
the Government would lend money to the Presidency 
banks at 12 per cent, for the time. Do you think 
that that was a reasonable thing ?—Yes. 

8323. The Presidency banks, or some of them at 
any rate, have objected that that was too high—that 
they should get money from the Government below 
their own minimum rate ?—I think if the Presidency 
banks are not able to supply out of their own funds 
the currency required, they should pay their full 
minimum rate to the Goverement. 

8324. I may say that there is this difficulty about 
the Government keeping a large proportion of their cash 
in the Presidency banks, namely, that the Government 
balance is so large and the private balances are com¬ 
paratively so small, that if any great emergency 
occurred the Government might have a difficulty in 
getting its money out when it required it ?—That is 
a difficulty, undoubtedly. 

8325. Another difficulty is that the Government 
collecting its revenue at a great many different places 
throughout India, must find it difficult to get their 
money quickly into the Presidency towns. For instance, 
the money they collected at (we will say) Quetta 
could hardly get down to the Presidency town under 
a week ?—That may be so. 

8326. Then, another difficulty—I do not know 
whether you consider it to be one—is that Govern¬ 
ment has felt that if it permanently and continually 
helped trade in India, it would lead trade to depend 
on the Government balances, and it might be necessary 
suddenly to withdraw those balane r 3, and that would 
cause a great deal oi evil. Do you think there is 
anything in that,?—Yes. 

8327. And you think that to lend the Presidency 
banks money at their published minimum rate is 
reasonable ?—The Government should do that us fur 
as is consistent with their own safety. 

8328. You think that the banks and the public 
would have no complaint against the Government if 
the Government charged that ?—No, that is all I 
think the Government can do for them. Of course, 
they can increase the Council drawings. 

8329. So that if any bank was able to get money 
at, say, 12 per cent., its published rate, from the 
Government, aud a customer went to that bunk and 
offered 18 per cent, with perfect security, and the 
bank said, “ "We cannot find the money,” that customer 
would be hardly treated; that is always on the 
assumption that the bank could get the money at 
12 per cent, from the Government?—The fact of the 
bank being able to borrow does not carry with it the 
obligations to lend to all comers. Suppose I get a 
deposit at 4 or 5 per cent. : times of great stringency 
come later on, and I refuse to lend to my customer at 
8 per cent., I do not know that there would be a 
great grievance as regards that particular deposit. 

8330. Suppose the hank could get money from the 
Government at 12 percent., but because they thought 
thot rate high the bank would not borrow from the 
Government; and then, suppose a customer came to 
the hank ait! offered 18 per cent, and th’e bank refused 


on the ground that it had not got money ?—Then that 
would be bard on the customer. 

8331. Ido not say that that has occurred; I am 
putting a hypothetical case ?—If it were known that 
the Government were prepared to lend money at a 
certain rate, it would have much the same effect as 
suspending the bank rate here—it would create 
confidence. 

8332. I think that ought to be a great relief to the 
stringency if it could be done safely ?—Quite so, it 
would have a great moral effect. 

8333. You heard the questions that I put to 
Mr. Coke about the evasion of the maximum. Do 
you agree with his answers generally that that 
tendency to evade the maximum, although it may 
keep down exchange at the moment, and perhaps 
prevent gold from going to India at the time, would 
have the effect at a subsequent period of keeping up 
the exchange ?—Yes, I think that is so. 

8334. And, of course, if that evasion of the maxi¬ 
mum was carried on under all circumstances, and, to 
a great extent, you might find that what used to be 
the minimum was as high as the maximum ?—Yes. 

8335. You do not propose, in any case, to go above 
a rate of Is. 4d. now for the Indian gold standard ?— 
No, we have not yet come to the Is. 4 d. 

S336. So far, you have not expressed the opinion 
that it is necessary to have a high rate of discount in 
order to have a high rate of exchange ?—Not neces¬ 
sarily ; in fact, it might be the other way. A low 
rate of discount (and I call 3 or 4 per cent, a low rate 
for India) would mean dull trade. I call 6 or 7, 
perhaps 8 per cent., a healthy rate, and consistent 
with active trade. That wonld probably have a 
better effect on exchange than a rate of 12 per cent., 
where people would find difficulty in moving their 
crops. 

8337. Other things being equal, a low rate of 
discount is a good thing for trade ?—Undoubtedly. 

8338. If you had a big trade with a 3 or 4 per cent, 
rate, if it was possible, that would be a good thing ?— 
Yes. 

8339. If you could supply a sufficient amount of 
capital at that rate ?—Yes. 

8340. You said there was a taxon the export of 
tea from China. That is not a new tax —No, it is 
an old tax. 

8341. You expect greater exports from China when 
the railways are made. What do you think they 
would be likely to be?—There will be an expansion 
of the preseni commodities. 

8342. What are those chiefly?—Tea, silk, hides, 
straw-plaits, and a large body of miscellaneous goods 
which have, come in since the fall of exchange which 
were never exported before. If we give China the 
henefit India has of improved railway communication 
along witli low exchange, we may have still further 
exports, and probably new articles which we do not 
know of now. 

8343. And China having to pay interest on a lurge 
debt must export more ?—Yes. 

8344. Therefore, apart altogether from the effect 
of the competition produced by the silver standard, it 
is to bo anticipated that under any circumstances 
India will have to encounter more competition with 
China in the future ?—That will be so. 

8345. (.S'?? - J. Muir.) This copper cash is a new 
thing to me, and I should like a little information 
from you about it. What is the value of the copper 
cash; what is it called, to begin with ?—Copper cash 
is a copper coin. 

8346. Made by whom ?—By the Chinese. 

8347. By the Government ?—By the Government, 
practically; that is, each provincial Government 
manufactures its own copper cash. 

8348. Then is there any way of testing its value 
by the Government?—It is very inferior in some 
places. There is a report here which explains how, 
in some districts, it is inferior to what it is in others. 

8349. There is no test of its intrinsic value ?—No. 
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8350. What is the value compared with pice in 
India ?—Take the tael; that is worth now 2s. 7 d. 
You would get 1,100 or 1,200 copper cash for a 

tael. 

8351. Is that the only coin they have ?—For retail 
transactions in the interior. A man will carry a 
string of these about with him, 

8352. Anybody could refnso to accept one if ho 
thought it adulterated ?—Yes. 

8353. In point of fact, is that done ?—Yes. 

8354. Are they always accepted at the same price ? 
—If a man sees one that is obviously wrong he will 
turn it out, just as a man here will refuse a false or 
worn sixpence. 

8355. What is the size of the coin ?—About the 
size of our shilling. 

(j Sir A. Dent.) They vary; some are the size of a 
fourpenny-bit; some, the size of a shilling. 

8356. ( Sir J. Muir.) What is the value of the 
tael ?—The exchange value of the tael at the prosent 
moment is 2s. 7 d. It is a fixed weight in silver— 
565 grains of silver. 

8357. And the dollar?—The dollar is Is. llrf. 

8358. Those are the Mexican dollars ?—Mexican 
dollars ; that is the exchange value of them. 

8359. What do you fancy to be the intrinsic value 
of the dollar—the solid silver in it ?—According to 
the exchange; it is based upon its intrinsic value. 

8360. Is it a little larger than our rupee is ?—It is 
double the size of the rupee. 

8361. And it sells just now at 1#. 11 d. ?—That is 
the intrinsic value of it at present, and the exchange 
value, too. 

8362. Now, to go for a minute to the question of 
the action of the Government of India in regard to 
the Presidency banks, especially the Bank of Bombay, 
for it is in connexion with that that I have got the 
most specific information. The manager, under the 
instructions of the directors, applied to the Govern¬ 
ment when they found the stringency coming or, 
and thfe they would he unable to meet the appli¬ 
cations from their customers. They explained the 
circumstances to the Government, and said, “We are 
“ offered Government paper ; we should like to oblige 
“ our customers, but we have not the means of doing it; 
“ will you lend us on such and such securities as many 
“ rupees as will enable us to meet the demands of our 
“ customers’’’ ? They were absolutely refused, point 
blank refused. Naturally that created a very bad 
feeling in Bombay, an exceedingly bad feeling. The 
feeling seems to be that, instead of helping merchants 
and others in Bombay who are solvent, and who have 
the means of carrying on their business, the Govern¬ 
ment refused to advance this money, the only reason 
being that their object was to maintain the Is. 4 d. 
rate. If that is really so, what is your opinion of that 
action of the Government ?—I should think it would 
be very rash to judge the Government by the case 
you put. The Government conceivably might have 
many reasons for not advancing the money. In the 
first place, it is a very serious step for the Government 
to interfere in commercial matters, quite as serious as 
the suspension of the Bank Act here. They probably 
thought that the crisis was not sufficient to justify 
anything like the suspension of the Bank Act, and 
that they ought not to create a precedent. Remember 
that the banks at that moment had a considerable 
amount of Government money in their hands, and 
probably the Government did not feel justified in 
giving them any more. Then you have not said 
whether or not the Bank of Bombay were prepared 
to pay the Government a reasonable rate for the 
accommodation. Of course, that is a secondary matter, 
because I take it tjiat the Government would not have 
haggled over the terms. 

8868. I presume that the Bank of Bombay, being 
offered 18 per cent., they would have been willing to 
give 13 per cent. He would be a foolish manager 
who would not pay 13 per cent, for money that he 
could lend out again at 18 percent.?—But cannot 


you conceive a case where the Government wbuld 
not wish to be a party to giving money to a bank at 

12 or 13 per cent, in order to enable the bank to 
charge 18 per cent, to their customers ? 

8364. I can conceive it if it was their policy to 
maintain their rate at Is. 4 d .; but if it was their 
policy to assist the commerce of the country, I think 
if I had been a member of the Government I should 
have said, “ Here is a bank who arc perfectly solvent, 
“ they are so pressed that they cannot lend money to 
“ their customers; we will lend the money to the 
“ bank—the securities being always ample—Govern- 
“ ment paper”?—I agree with you that it is most 
desirable to assist the commerce of the country, but I 
do not know whether we are in a position to judge as 
to the action of the Government, not having the facts 
before us. I entirely agree with you that it would have 
been wise for the Government—other things being 
equal—to have relieved the stringency, because the 
prosperity of the country and that of the Govern¬ 
ment are identical. It is the interest of the 
Government to foster the prosperity of the country 
by every means. 

8365. Is it not the fact that, prior to 1893, the 
Government did lend more freely (o the Presidency 
banks than they have done recently ?—I have not 
the figures before me ; the bank returns would show 
that at once. 

8366. (Sir F. Mowatt.) You explained to us that 
the high rate during the busy season was attributable 
to the scarcity of currency, and you were asked whether 
that could not be met by tendering gold to the 
Goverment, and getting rupees. I think the answer 
you gave was, because the Government gave a smaller 
price than could be obtained in the bazaars ?—Yes. 

8367. But if a man having gold and desiring rupees 
could get more from the bazaars than he could from 
the Government, why did not he go to the bazaars ?— 
As a matter of fact he did go there. 

8368. But the purpose of this particular man was 
served, because he got bis rupees ?—Yes, ho got his 
rupees from the bazaar. 

8369. And if he could not get the rupees at the 
bazaar, he could have got them by going to, the 
Government, unless the price was prohibitive ?—He 
could have got them at the Government price. 

8370. Could you tell me how much the bazaar 
price was below the price charged by the Govern¬ 
ment ?—The price in the bazaars fluctuates day by 
day. Perhaps Mr. Campbell can tell you. 

{Mr. Campbell.) ■ The dift’erence would be 1 per 
cent. 

8371. {Sir F. Moicatt.) Therefore, tbe I per cent, 
on his capital is the extreme price that he would 
have to pay for his rupees ?—If he had sacrificed 
1 per cent., he would have got rupees from the 
Government. 

8372. 1 suppose everybody in India has been 
greatly impressed by the rate going up to 12 and 14 
and 20 per cent, in the busy season, but I should like 
to know how that compares with rates in this country. 
That is to say, a 10 per cent, rate in India does not 
correspond with a 10 per cent, rate in this country, 
does it ? The normal rate in Iudia is higher ?—That is 
so; we are not accustomed to such rates here, as in 
India. 

8373. Could you give some sort of comparison? 
Take it at 3 per cent, in the busy season and 5 per 
cent, in the slack season—what sort of rates would 
they correspond with in this country ?—I must ask my 
friend here. 

{Mr. Campbell.) You may say 2 per cent, as a 
minumum and 5 or 6 per cent, as a maximum in 
London. 

8374. {Sir F. Mowatt.) Would you say that when 

13 per cent, was being charged iu India it was 
practically the same as 6 per cent, in London ?—Yes. 

8375. You said you think that the proportion of 
Indian trade with gold standard countries and silver 
standard couhtries had altered a good deal since the 
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closing of the mints, that is to say that it had gone 
from two-thirds to about eight-tenths ?—Yes, we have 
heard that in 1893 the trade with silver using 
countries was one-third and now it is 20 per cent. 

8376. Should you say that that was caused by an 
increase in the amount of the trade with gold standard 
countries or an actual ftdiing-off in the amount of trade 
wieh silver using countries ?—It was an actual filing 
off in the trade with silver using countries owing to 
the effect of tbo difference in exchange through the 
fall in silver. 

8377. Not an increase in actual trade with gold 
standard countries ?—I can imagine an increase in the 
actual trade with gold standard countries without 
a falling off with silver-using ceuutries. 

8370. It would interfere with the proportion ? 

There are some articles which you export between 
the two countries whicli would not go to gold-using 
countries. lor instunce, opium would under no 
circumstances go to gold-using countries. 

8379. Does that comparison stand, considering that 
the comparison before was with a much larger number 
of silver standard countries and a smaller number of 
gold standard countries, and the gold standard 
countries have increased in number, and the silver 
standard countries have decreased in number con¬ 
siderably during the last 10 or 15 years?—At the 
present moment, the only country that I can think of 
is Japan, and she fixed her ratio so low, that it has 
not had the same effect as it otherwise would have 
had. Her ratio is fixed at 2s. 0£d. per dollar. 

8380. Do you suy that that is the only one ?—It is 
the only one of importance that I can call to mind at 
the moment. 

8381. You said that the development of European 
influence and capital in China would, no doubt, make 
her a more serious competitor for external trade than 
she is at present ?—Yes. 

8382. Knowing what you do of Chinese institutions 
and character, do you suggest that that would be felt 
immediately, or might not even a generation pass 
before there is any very great increase of active 
competition ? The competition of China will go on 
increasing year by year. As we have seen already, 
during the last 10 years, the trade has increased very 
largely, and I should look for that increase going ou; 
but it is only, perhaps, as you say, iu the course of u 
generation that it will increase by leaps and bounds. 

8383. (Chairman.') With reference to the present 
position of the Japan gold currency, the large export 
of gold has been caused by the rice famine ?— 
Yes, amongst other things. 


8381. Suppose there was a complete failure of the 
wheat crop in this country, would not there be a 
large export of gold from thiR country which would 
affect, no doubt, the price ef money in this country ? 

• —Decidedly. 

8385. Then, supposing that Japan as a nation—I 
do not for a moment say that it is so—but supposing 
she indulged in extravagant or unwise expenditure— 
expenditure beyond her present means, would not that 
also tend to cause a drain of gold ?—Certainly. 

8386. Now, with reference to Chinese competition, 
I understand that so far as tea is concerned, you con¬ 
sider that the difference which I think you have put 
at about 36$ per cent, caused by the rise of exchange 
to 1st. 4 d. was practically met by copper cash having 
advanced 15 per cent., and also by the taxes—that 
China was handicapped to that extent—35 per cent. ? 
—Yes. The fall in exchange since the year 1893, 
when the mints were closed, to the present date, is 
36 per cent. The rise in copper cash is 15 per cent, 
at least, and the duty you may call 15 per cent.; and 
that neutralizes the effect as compared with India. 

8387. In fact, the advantage which China gains by 
the fall in the bullion price of silver is met, and so to 
speak balanced, by the increase of 15 per cent, and 
20 per cent. ?—That is so in the case of tea. 

8388. Therefore, practically, you do not attach 
very much importance to the competition with China, 
so far as the price of bullion is concerned ?—Just so ; 
in the ease of tea. 

8389. Now, has not the Japan standard, supposing 
it is maintained, practically fixed the value of the 
rupee at lid. ? The price Japan has fixed for the 
yen is equivalent to a rupee price of lid. ?—I take it 
that is so. 

8390. Then, supposing that the mints were opened, 
what effect would that have upon the possibilities of 
a rise or fall in the exchange value of the rupee ?—If 
the mints were opened, I should say the tendency of 
the rupee would be to fall, to begin with. 

8391. To fall below the 11 d. ?—There are «> many 
different factors; it is difficult to speak positively. 

8392. I will put it the other way. Could it rise 
above lid. ?—It might rise above lid., because in the 
event of India re-opening her mints Japan might have 
to go back to silver again, and there are many other 
eases that I could easily conceive that might cause a 
rise instead of a fall. 

8393. Assuming there is no change, the ratio at 
which the Japanese yen lias been fixed would be a 
barrier against a rise above lid.?—Yes; but only so 
long as Japan had silver to sell. 
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